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ADVERTISEMENTS 


.-. tO accuracy, speed, efficiency 
and saving of staff in accountancy 


Through the keys of the Hollerith punch can be recorded, by any 
intelligent operator, every sort of fact and figure with which the accountant, 
the cost accountant or the statistician is called upon to deal. From records 
so produced, the Hollerith Tabulator automatically provides every sort of 
analysis of which such facts and figures are capable .. . with 


lightning speed and unfailing accuracy. 


“RHOLLERITH” 


SYSTEM OF ELECTRICAL PUNCHED CARD ACCOUNTING 


* - 


THE BRITISH TABULATING MACHINE CO. LTD - VICTORIA HOUSE - SOUTHAMPTON ROW - LONDON - WC! 
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PROFESSIONAL NOTES " 
Accountancy and Management were rightly the concern of management itself. The 7 


In the course of a recent address to members at 
Liverpool, Mr. Richard A. Witty, President of the 
Society of Incorporated Accountants, reviewed the 
relationship of the accountancy profession and 
management, and drew attention to the dual functions 
of qualified accountants as auditors and as accoun- 


tants. Until comparatively recent times the two sets He would not subscribe to the view that human tad 
of functions were exercised by the same person. The ature would be the same after the war as before it, “ty 
modern evolution of business, however, had seen a but maintained that human nature was largely the 4 
large influx of qualified accountants to the ranks of effect of immediate environment, and that in a world if 
industry, and industrial accountants were calling for © Where men and women were free to live their own e 
a wider view of the scope of an auditor’s duty. The lives, human nature would lose the cramping in- A 
powers of management continuously tended to fluences of the past, and would be more in keeping th 
increase as against the powers of proprietorship | With the freer world atmosphere of post-war days. ye 


represented by shareholders ; but it did not seem 
likely that this country would witness a ‘ * Managerial 
Revolution ”’ as visualised in a recent American book, 
which suggested that management would become the 
dominant political power, and be the “ Ruling Class 
in Society” all over the world. Mr. Witty main- 
tained that the fundamental principles of auditing 
 aegpen unchanged, although the technique natur- 

y called for revision to meet the problems created 
by the evolution of the large business unit. He 
agreed that the financial audit as known to-day did 
not achieve all that was necessary in the way of a 
check upon management, but expressed the view 
that it would remain necessary to draw a line between 
the duties devolving upon the auditor and those which 


independent angle of the auditor would be just as 
essential in the future as in the past. 


In considering the problems of the post-war world, 
Mr. Witty pointed out that human nature was a 
more vital factor than any other single consideration. 


That fact, he thought, would lave a vital influence 
in the settlement of management problems in the 
future, particularly in the relationship between 
employer and employed. A_ report of the 
proceedings at the meeting is given on page 18. 


Mr. William Strachan 


The many friends of Mr. William Strachan, 
F.S.A.A., London, in the Society of Incorporated 
Accountants, as well as among generations of students 


who have been members of the London Students’ 


Society, will join in congratulating him upon the 
completion of fifty years’ service as a member of the 
Students’ Society Committee. His colleagues on the 
Committee marked the occasion by the presentation 
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to Mr. Strachan on September 29 of a Wenham 
binocular microscope. In making the presentation, 
Mr. Richard A. Witty, the President of the Society 
of Incorporated Accountants, pointed out that 
Mr. Strachan was one of the founders of the London 
Students’ Society in 1891, that he had occupied the 
office of President in the year 1906, and that for 
half a century he had rendered very active service 
as a member of the Committee. Such a record he 
thought must be unique, and was likely to remain 
unique for all time. Mr. Witty expressed the thanks 
and appreciation of all present and past members 
of the London Students’ Society to Mr. Strachan, 
and said that he was glad to hear that, although he 
had retired from active practice, he had agreed to 
continue to place the benefit of his long experience at 
the disposal of the Students’ Society. In acknow- 
ledging the presentation, Mr. Strachan said he would 
prize it as a token of the Committee’s esteem and 
regard, and referred to the many happy friendships 


‘he had formed during his membership of the Com- 


mittee. He emphasised the fact that the benefits 
were not all on one side, as his membership of the 
Committee had kept him in close contact with all 
current matters of professional interest and with the 
leaders of the profession. He was certain that there 
would be no dearth of volunteers for this work in the 
future, and he could promise all new recruits to the 
Committee that the benefits they would receive 
would more than compensate them for the time they 
would be called upon to give. 


Blocked Sterling Accounts 

The list of banks authorised to open blocked sterling 
accounts under the terms of the Defence (Finance) 
Regulations has been revised. A copy of the notice 
to registrars and company secretaries setting out the 
revised list may be obtained from the Secretary of 
the Society of Incorporated Accountants at Incor- 
porated Accountants’ Hall. , 


Research on Price Determination 

It is nearly a quarter of a century since the late 
Lord Stamp (then Sir Josiah Stamp) urged younger 
members of the profession to take up research work, 
and drew attention to the rich supply of material to 
which he believed they had access. Some controversy 
was thereby aroused in professional circles, on the 
merits of which we forbear from present comment. 
But to Lord Stamp’s inspiration can be attributed 
the initiation of collective research work among some 
members of the profession, whose pre-war labours 
had resulted in some useful publications, and in the 
collation of valuable preparatory material which 
awaits further development. But we believe that the 
recent publication of a work on “‘ The Economics of 
Price Determination,” upon which we would con- 
gratulate Mr. C. Clive Saxton, F.S.A.A., who received 
for it the degree of Doctor of Philosophy from the 
University of Oxford, represents the first piece of 
original research prepared on the individual responsi- 
bility of an Incorporated Accountant. The book is 
reviewed in another column. It is an important aspect 
of Dr. Saxton’s work as coming from the pen of a 
member of the accountancy profession that, in the 
view of The Times, the “ linking up of the business 
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and theoretical sides of the subject adds merit to a 
very useful book.”’ 


War Damage Commission 


The Chairman of the War Damage Commission, Mr. 
A. M. Trustram Eve, K.C., recently reviewed the 
work of the Commission. He pointed out that of the 
total claims received up to the end of August, 1942, 
83 per cent. had been settled in full; but this per- 
centage apparently related to the number of cases and 
not to the amounts of the claims. He drew attention 
to the fact that original notices of damage were still 
being received in respect of raids of eighteen months 
ago. The point in the review which has attracted 
most attention is the Chairman’s statement that at 
the present time work starts on the great majority of 
claims within a day or two of receipt, and that a claim 
is regarded as in “ arrear”’ if work upon it is not 
started within three weeks. It is not surprising that 
this statement has received considerable criticism, 
and it is likely to lead to many reminders being ad- 
dressed to the various offices of the Commission. Most 
professional firms who have handled war damage 
claims can point to cases where no acknowledgment 
or query or settlement has been made for months after 


’ the claim has been lodged. In some cases, recently, 


the Commission have sent a formal acknowledgment 
of claims, and it is certainly desirable that this course 
should be adopted in every case. It may well be, how- 
ever, that these delayed cases only form a small per- 
centage of the total claims, and it is necessary to keep 
a sense of proportion in such matters. Reviewing the 
work of the Commission as a whole from the public 
point of view, it may be said that the Chairman’s 
broad claims are justified and that the Commission 
has dealt and is still dealing with its difficult task in a 
manner which reflects credit upon the whole depart- 
ment. 
Business Scheme Premium 

It has been decided by the Board of Trade, with 
the approval of the Treasury, that the premium for 
insurance under the Business Scheme comprised in 
Part II of the War Damage Act, 1941, shall not 
exceed {1 per cent. for the year end.ng on ‘September 
30, 1943. This is the same aggregate amount as for 
the year 1941-42. For the six months, October 1, 
1942, to March 31, 1943, the premium will be 10s. 
per cent., payable in one sum. The rate of premium 
for the subsequent six months will be determined in 
March, 1943, and will not exceed 10s. per cent. 
Effect has been given to this decision by the War 
Damage (Business Scheme) (No. 10) Order, 1942 
(S.R. & O., 1942, No. 1869). 


Paper Economy 

A Special Committee of the London Chamber of 
Commerce has been considering possible further 
economies in the use of stationery and commercial . 
paper. The Committee recommend general use of 
the octavo (8 in. by 5 in.) and memo (8 in. by 6 in.) 
size notepaper ; that business houses when re-ordering 
stationery should make further efforts to reduce the 
space occupied by printed headings ; that definite 
limits should be imposed not only in the weight, but 
in the area of paper used for commercial and other 
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purposes (e.g., company reports and balance sheets 
should not exceed 104 square inches, and dividend 
warrants 56 square inches), and that work requiring 
larger areas should be subject to special licence by 
the Paper Controller ; that the sending of compliment 
slips or covering notes with accounts should be dis- 
continued ; that business houses should review their 
present methods with a view to economy ; and that 
the Government should issue definite directions and 
publicity. A number of detailed suggestions are given 
for avoiding the use of envelopes, as even the use of 
economy slips for re-sealing used envelopes involves 
a considerable amount of new paper and gum. Un- 
fortunately some methods now in use for folding or 
fastening communications without the use of en- 
velopes create difficulties for the Post Office. The 
Committee have had consultations with Sir Thomas 
Gardiner, Director-General of the Post Office, and 
other officials, and have visited the sorting, stamping, 
and despatching sections at Mount Pleasant, and the 
methods they describe are recommended in the light 
of these consultations. The paper when folded must 
never be smaller than 4 in. by 2? in., and a margin 
of 14 in. must be allowed above the address for date 
stamp impression. Where one end is partially closed 
by a fold in the paper, it is important that the stamp 
should be affixed at this end. The Committee are now 
investigating the bankers’ transfer system from the 
point of view of paper economy. 


Report of the Uthwatt Committee 

Following hard on the Scott Report, dealing with 
the use of land after the war, there has been published 
the final report of the Uthwatt Committee, recom- 
mending certain legal and financial machinery by 
which land can be made available for planned de- 
velopment without the work of reconstruction being 
prejudiced by individual property rights. In an 
interim report issued some time ago, the Committee 
had already recommended that compensation paid 
for land acquired should not exceed March, 1939, 
values, that reconstruction areas should be defined 
at once, and that a Central Planning Authority 
should be established. In a brief note it is impossible 
to indicate more than the general purport of the final 
report, which runs into 180 pages. State planning of 
reconstruction is taken for granted, and the Com- 
mittee is concerned only with the technique of 
compensation and the recovery of betterment by the 
State. Separate solutions are proposed for developed 
and undeveloped land. So far as built-up areas are 
concerned, the chief recommendation is that the 
planning authority should be granted compulsory 
powers of purchase much wider and simpler in 
operation than any conferred under existing legis- 
lation. Among the objects of such compulsory pur- 
chase would be the redevelopment of war-damaged 
or obsolete areas and the acceleration of planning. 


' For land outside built-up areas a more novel plan is 


suggested. All development rights in such land, it is 
proposed, should be immediately vested in the State 
on payment of fair compensation. The compensation 
to be paid should be assessed for the whole country 
as a single sum, which would be divided among 
claimants whose land has any development value in 
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proportion to the respective development values of 
their land at March 31, 1939. When particular land 
is actually developed, the State would in addition 
acquire the owner’s interest—since, it is necessary 
for the State to have control—and this would apply 
even when the intending developer was some third 
party or the owner himself. Outside the towns, 
therefore, betterment would automatically accrue to 
the State. Within the towns this appropriation of 
betterment would be secured by taxing away a large 
proportion—say 75 per cent.—of any increase in 
annual site values as revealed by quinquennial 
assessment, except where the increase was directly 
due to certain expenditure by the owner. 


State Control and Compensation 


That, in brief outline, is the Committee’s plan, 
which has been generally approved as a practical and 
businesslike scheme. So wide a subject, however, 
necessarily raises some controversial issues. Thus 
the Committee itself lays down the general principle 
that its recommendations should not be such as to 
interfere unnecessarily with the economic life of the 
country or with individual enterprise. But the 
acquisition of development rights would have as its 
corollary a complete prohibition on the development 
of all land outside built-up areas, except with the 
consent of the State. The great problem, therefore, 
will be to reconcile a national plan with private 
enterprise, and everything will depend on the precise 
principles to be adopted in sanctioning development. 
In particular, there is a grave danger that the principle 
of comparative cost might be ignored and land suit- 
able for agriculture earmarked exclusively for that 
purpose, even though it might be still more productive 
in some other use. Some of the actual proposals and 
arguments, too, give rise to debatable questions. 
Thus, it is assumed that there is a fixed quantum of 
development value, which planning may redistribute 
between different areas but cannot change in the 
aggregate. This seems to beg a great many questions. 
More important, there appears to be no objective 
measure of the somewhat nebulous concept of 
“development value’ as at March, 1939, on which 
the practical effect of the proposals closely depends. 
The rye, Br. gee that the assessment should be 
left to an @xpert valuer, but it may be doubted how 
this would work out in practice. Finally, some heart- 
burning is likely to be caused by the proposal that, 
in assessing compensation, the effect of public demand 
for land should be excluded, a subject on which one 
member of the Committee explicitly dissents. 


Women Fire Guards 


Women between the ages of 20 and 45 are now 
liable to compulsory fire-guard service in the same 
areas as men, subject to certain exemptions. Women 
will be required to undertake duty in the blocks 
where they work—except, for the present, in the 
City of London—but not at other business premises. 
A woman fire guard who is injured will receive com- 
pensation at about two-thirds of the rate applicable 
to a single man. Registration is to be completed 
in all the areas affected by October 10. 
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All communications to be addressed to the Editor, 

Incorporated Accountants’ Hall, Victoria Embankment, 
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SOME ASPECTS OF 
PROFESSIONAL TRAINING 


It is interesting to find that even in these difficult 
times progressive thought in the profession has not 
been dormant. The work of the profession influenced 
by wartime considerations has manifested important 
new features, and some of them are likely to become 
permanent. If so, it may be asked whether this will 
involve some modification of the training of those who 
are to become members of the accountancy profession. 

The characteristics of a qualified accountant 
consist of an attitude towards those with whom he 
deals and towards the subject-matter of his work, 
an appreciation of the broad functions of all that is 
comprised in the profession of accountancy, and an 
acquaintance with the particular technique of the 
branches of professional work. But essentially he is 
qualified to practise a profession rather than to be an 
expert in particular subjects. We feel this is an 
important distinction. Thus he should be able to 
adapt himself to a variety of problems, even though 
his experience offers no precise precedent. A new 
problem comes before an accountant: he must be 
able to understand the commercial or industrial 
processes to which it relates and then to pick out the 
essential features. This does not preclude a degree 
of specialisation. 

In passing we are conscious that the question of 
professional education is linked with the foregoing 
considerations, but that is a subject in itself with 
which we do not propose to deal in this article. 
Because professional training as we now know it has 
served the profession well, we should beware lest 
the ideas connected with it should become too 
crystallised ; what is sound and relevant should be 
retained, new ideas should be entertained and sifted. 

There is a broad yet undefinable function of general 
application exercised by those who are professionally 
qualified—a function adaptable in use. It partakes 
of the nature of the lowest common denominator, 
but thus to describe it is to underrate it. We believe 
that if that function is to be created in the mind of 
the young articled clerk, he must become thoroughly 
acquainted with those elementary processes which 
will enable him to appreciate the whole purpose and 
utility of accounts: to be specific, vouching, balanc- 
ing, the structure of accounts, and of the profit and 
loss account and balance sheet, and auditing. From 
these processes are derived the more complicated 

rocedures with their appropriate technique which 
ome part of professional equipment. In general 
terms it may be said that there is the synthetic 
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process of building up related facts, or such facts 
as may be available, into a related whole, e.g., the 
more elementary work of preparing accounts from 
inadequate records, or at a much higher level the 
building up of different units, say, in a reorganisation 
scheme to a coherent whole. On the other hand 
there is the analytical function of breaking down the 
facts and figures to regroup them to achieve a 
desired purpose, e.g., in costing and price fixing and 
the final adjustment of the results obtained by 
costing with the financial accounts. These two 
functions are acquired by the articled clerk through 
his daily and developing experience, by ‘his: studies, 
by his contacts with his senior colleagues, and also 
by the experience of others which may be com- 
municated to him: in particular through the 
direction and guidance of his principal. 

One of the services which the more senior members 
of the profession have rendered to its more junior 
members is the communication of experience for 
which the professional bodies have endeavoured to 
provide facilities, e.g., by Students’ Societies and 
District Societies, and by conferences. Unfortunately 
many of these activities are necessarily suspended, 
but as an illustration of the communication of 
valuable experience we should like to refer to the 
lectures recently given to the Incorporated Account- 
ants’ Students’ Society of London by Mr. H. A. R. J. 
Wilson on the Finance Act, 1941, by Mr. Lawrence W. 
Robson on Costing Problems, and by Mr. W. J. Back 
on Auditing Problems in Wartime, which have been 
published in an economical pamphlet form mainly 
for the benefit of men serving with H.M. Forces. 

In the course of his address Mr. Robson referred 
to the training of articled clerks, and drew particular 
attention to costing and price fixing and the organisa- 
tion of industrial accounting. He recalled the 
changes in professional work to which in the past 
thirty years the increase and complexity of direct 
taxation had given rise, and in his view a similar 
change was now developing as regards costing and 
the application of accounting to industry, which 
might surpass in importance other professional work. 
Mr. Robson thought that these changes called for a 
difference in emphasis in professional training, and 
that, after the Intermediate Examination, examina- 
tion candidates should specialise to some extent in a 


- particular branch of professional work of which he 


thought this was one. But we feel that any measure 
of specialisation is not for the period of training, but 
for a later stage when experience and professional 
knowledge have ripened. Nevertheless, students 
should endeavour to obtain all the knowledge and 
experience they can for themselves and such measures 
of communicated experience as they may have the 
opportunity of acquiring. 

While expressing this view we should like to 
acknowledge the new line of thought evolved by Mr. 
Robson. Further, through his addresses many in 
the profession will have received the advantage of 
his experience in costing, price-fixing and the 
organisation of accounting functions in industry, 
which, in a world where planning and control are 
likely to exercise a greater influence, may become of 
increasing importance. 
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Published Accounts and Rational Investment 


[CONTRIBUTED] 


The joint stock principle was adopted sufficiently 
long ago to lay claim to a respectable antiquity, and 
that of limited liability is now of an age for most 
people to have forgotten how comparatively recent 
was its adoption. The spread of the habit of invest- 
ment in joint stock concerns to strata of the popula- 
tion not in touch with the direction of industry is, 
however, of very recent date. There is reason to 
suppose that this dissemination of industrial holdings 


will continue, and indeed that it must do so if the | 


system of private ownership is to persist. This 
development has produced a state of affairs in which 
the only information which the general run of 
investors have about the companies in which they 
are interested comes from the accounts, and other 
statements, published by the board of directors and 
from such comment as is made upon them in the 
press. At the same time the need of information, 
and of adequate comment on it, is increased by the 
relative unfamiliarity of shareholders, both with the 
conditions under which industry works and with 
the real meaning of such information as is given 
to them. 


It may be doubted whether the material available 
to those with savings to invest was ever sufficiently 
exact to enable more than a few of them to make the 
best possible use of their money in their own interest 
and in that of the community. It is certain that, 
if the system of free choice of investment is to 
continue after the war, nothing approaching the 
optimum allocation of savings to industry will be 
possible without a much clearer knowledge of the 
position, both of industries as a whole and of indi- 
vidual firms. Apart altogether from the right of the 
proprietors of a business to information as to its true 
position, and the corresponding claims advanced by 
employees, the fundamental justification for demand- 
ing an accurate and detailed exposition of a com- 
pany’s affairs is that only so can savings be employed 
to the best advantage. 


Disclosure of full particulars will be equally 
necessary to achieve this end if free choice is aban- 
doned and savings are directed into the channels 
held to be desirable by a national investment board 
or some similar institution. In that case disclosure 
to the public would be avoided, but at the cost of 
substituting for the infinitely varied judgments of 
the general body of investors the decision of a small 
body of experts, who might very well prove liable to 
err as much through over-caution as the public has 
in the past through an excessive optimism—a fault 


Avhich can only attain full stature in an atmosphere 


of ignorance. 


Accounts compiled according to the best current 
practice provide all the information necessary to 
show what invested capital is earning, and to suggest 
where the application of new savings will be most 
profitable. Unfortunately not all accounts, as pre- 


pared, reach this standard, while in practically no 
case in this country are the published figures suffi- 
ciently detailed or explicit to enable the investor to 
act as he should. 


Disclosure and Efficiency 


In addition to any actual misdirection of invest- 
ment, owing to the retention of funds, or the invest- 
ment of outside capital, in businesses of a type where 
the yield is below the optimum, the failure to produce 
informative accounts makes it impossible to place 
any adequate check upon the efficiency of the 
management. Under existing conditions there is a 
complete divorce between ownership and control. 
Direct control of a business by some thousands of 
shareholders is evidently impossible, but the publica- 
tion of sufficient information would make possible 
public criticism of a constructive nature, with 
results which should prove highly beneficial. Further, 
full publicity would make it possible to rebut much 
of the ill-informed criticism which has been of great 
disservice to the national cause, by stirring up 
trouble between the workpeople and other partners 
in industry, while it would disclose those cases of 


- anti-social conduct which have possibly increased in 


number in recent decades. 

The realisation of these objectives is dependent 
upon a marked reform in the standard of published 
accounts. Existing practice varies widely between 
individual companies and from industry to industry. 
Broadly speaking, however, even before the war 
brought a fresh large instalment of statistical black- 
out into this field, there was a tendency for the 
information given to be the bare minimum prescribed 
by the letter of the law. Even when the information 
exceeded this minimum the object of the statement 
was usually to present a biased version of the truth, 
since the law had nothing to say against the drawing 
of a picture which under-estimated the excellence 
of results. Finally, the fact that auditors have 
necessarily a language of their own, coupled with 
the extreme diversity in means of presentation, made 
it virtually impossible for the public to extract full 
value even from the information produced. 


The Information -Required 


All these objections can in large part be overcome 
by a further improvement in the amount of informa- 
tion disclosed, and it seems that the greater the 
amount—within the limits necessary—the simpler 
it will be to achieve a standard practice. The general 
outline of requirements can be stated fairly briefly. 
Every important item entering into the balance- 
sheet must be grouped only with items essentially 
similar. Each group must be separately stated, and 
it must be clearly shown how the valuation is reached. 
If the basis of valuation is exceptional, an explanation 
should be given. This means, in effect, the keeping 
of proper reserve accounts against each appropriate 
class of assets, and their publication. The degree of 
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sub-division contemplated is similar to that demanded 
by the S.E.C.* in the accounts submitted to it. Coupled 
with insistence upon the presentation of consolidated 
balance-sheets, this would go a very long way towards 
providing what is required. It would, however, be 
necessary to place upon holding companies the onus 
of showing that it was impossible to make up all 
accounts to one date, if this were not in fact 

and to insist on an explanation of any distortion 
of the picture produced by the staggering of balance- 
sheet dates. 

It would be at least equally important to insist 
upon consolidated profit and loss accounts and upon 
accounts worthy of that designation. Too often, 
and not only under war conditions, nothing more 
than an appropriation account is provided. It is 
eminently desirable, although possibly not strictly 
necessary, that the story should be carried back one 
stage further, namely, to a rudimentary trading 
account. This would give a figure of total sales, 
with the amount spent on materials, power, wages, 
salaries and fees each separately stated, and a com- 
plementary classification by departments, e.g., sales, 
administration, etc., tocomplete the picture. Although 
it is desirable for statistical purposes that all these 
figures should be given, it might be reasonable to 
dispense with some of.the details in the case of small 
and independent companies. 

So much for the broad outline of the information 
required. There remains something to be said as 
to the method of presentation. To illustrate the 
point, it is only necessary to consider the treatment 
of taxation in published accounts to-day. Many 
companies publish a figure of income tax which 
purports to be the total appropriation. from profits 
for this purpose. Apart from the minor complication 
arising out of the fact that this figure may or may not 
include tax on dividends—and in extreme cases on 
interest—there is frequently no means of knowing 
what this appropriation is intended’ to cover. It 
may be the bare amount of the current liability, 
reduced by a draft on an undisclosed taxation reserve, 
or it may be full provision for estimated tax for the 
accounting period, plus some provision for arrears 
and for additions to a taxation reserve. It may be 
anything between these two. The shareholder is 
seldom given adequate guidance as to its meaning, 
and even when two separate appropriations are 
made it is the exception rather than the rule for their 
exact purpose to be disclosed. With experience it 
may be possible to make a very fair guess as to the 
meaning of such figures, but the interpretation of 
adequate accounts would provide a rational basis 
for the direction of the energies of workpeople and 
entrepreneur, as well as the savings of the public, 
into the channels where they can be most useful. 
Other countries—notably America—have reasonably 
informative accounts and are making full use of the 
information they provide. This country can no 
longer afford to rely solely on the old hit or miss 
methods which were sufficiently good when we, and 
we only, had a start of the rest of the world in 
industrialisation. It is improbable that the attempt 
will be made. The alternative to supplying the 

* Securities and Exchange Commission, U.S.A. 
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public with the information necessary to reasonable 
action will in all probability be dictation from above, 
if it is not a policy of extensive nationalisation of the 
means of production. 


Directors and Auditors 


It will be evident that the changes advocated in 
this article call for a radical revision of the attitude 
of many company directorates towards their share- 
holders. It is perhaps equally true that they call 
for a drastic adjustment of the interpretation of the 
duties of auditors. Actually they go no further 
than to suggest that the first duty of both is to the 
owners of the business. It is a necessary corollary 
that the owners have no right to expect that their 
interests shall be pursued to the detriment of the 
general public. 

It is the function of good government to see that 
the laws are such as to make it difficult for sectional 
interests to exploit the community. But this function 
appears recently to be in danger of atrophy. The 
law can, however, do little more than protect the 
well disposed and coerce the recalcitrant few. Without 
a change of outlook by all parties concerned it is 
probable that any fresh revision of the Companies 
Act will fall as far short of what is now required as 
did the final adjustments of 1929 of what was then 
felt to be desirable. Many alterations are required 
in the Act beyond the improvement of published 
accounts, but really truthful and detailed accounts 
would go a long way towards producing the ultimate 
objective. This is a matter in which a pound of 
example is worth a ton of precept. The desirable 
approach to the problem would seem to be for those 
auditors, company accountants and directorates who 
believe in private enterprise and the continuance of a 
free market for savings to get together, to draw up a 
standard form of accounts embodying a specified 
minimum of information, and then to invite the 
support of the appropriate Government Department, 
presumably the Board of Trade, to adopt the 
standard form as a basis for the revision to the Act 
in so far as the relevant clauses were concerned. It 
would be very desirable that representatives of 
shareholders should be consulted from the start as 
to the information required and the form of pre- 
sentation. Unfortunately it is a feature of the 
problem, and in part the explanation of the need 
for these demands, that shareholders are very poorly 
organised. Such organisations as exist should be 
consulted and. the Stock Exchange could render 
invaluable assistance, but it is improbable that a 
new organisation can be created in wartime, and the 
matter is one of urgency. There are, however, not 
lacking directors, company accountants and auditors 
who know well enough what is desired. It only 
remains to convince them that, in the changed con- 
ditions of the post-war period, any possible loss or 
inconvenience arising from the disclosure of what 
have hitherto been jealously guarded secrets is 
infinitely less dangerous than the probable effects 
of the existing distrust of a very large section of the 
community, and the blind fumbling of the many who 
still desire to trust their money to British enterprise 
but only too often make an unwise choice. 
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ACCOUNTANCY 7 


Old Age, Widows’ and Orphans’ Pensions 


By HENRY LESSER, 0.B.E., LL.B., F.C.I.I., Barrister-at-Law 


The provision made in this country for the payment 
by the State of old age, widows’ and orphans’ pensions 
has become so complex of recent years that the 
ordinary citizen may well be excused if he fails to 
understand completely his rights and obligations, 
but the following broad outline of the schemes at 
present in operation may, it is hoped, prove of 
interest to readers. 

Briefly, the legislation on the subject covers four 
main classes of pensions according to whether they 
are payable under :— 

(1) the Widows’, Orphans’ and Old Age Con- 

tributory Pensions Act, 1936 ; 
(2) the Widows’, Orphans’ and Old Age Con- 
tributory Pensions (Voluntary Contributors) 
Act, 1937 ; 

(3) the Old Age Pensions Act, 1936; or 

(4) the Old Age and Widows’ Pensions Act, 1940 
(Part II, Supplementary Pensions). 

It will be noted that the pensions payable under 
(1) and (2) are on a contributory basis. In the other 
cases the whole cost is met out of moneys provided 
by Parliament. 


Contributory Pensions Act, 1936 


The Widows’, Orphans’ and Old Age Contributory 
Pensions Act, 1936, applies mainly to “ employed 
contributors” who are compulsorily insured under 
the National Health Insurance Act ; in fact, the two 
schemes of health and pensions insurance are inter- 
locked and practically interdependent. Persons 
ceasing to be compulsorily insured may become 
voluntary contributors, provided they have been 
insured for 104 weeks and have paid 104 
contributions. Such voluntary contributors are in 
quite a different category from persons insured under 
the Voluntary Contributors Act of 1937, who will be 
considered separately. 


CONTRIBUTIONS 
The ordinary rates of contributions are :— 
Employer Employee Total 
Men... aah 64d. 64d. 1/1d. 
Women ... mae 34d. 5d. 84d. 


Voluntary contributors pay the total contribution 
themselves. 

In the case of employed contributors, the con- 
tributions are collected with those for National 
Health Insurance by means of one stamp and card.* 
Voluntary contributors, however, normally pay their 
pension contributions with a separate stamp and 
card; though a limited class of such persons were 
given the privilege in 1937. of keeping their health 
and pensions insurance combined. 

, Certain employees of the Crown and of public 
utility undertakings, who are entitled to super- 
annuation allowances through their employment, are 


*The combined rates of contributions for Health and 
Pensions Insurance are: 
Employer Employee Total 
Men foe ou 1/- 1/- 2/- 
Women ... Sos 9d. 10d.. 1/7d. 


insured for widows’ and orphans pensions only and 

pay a special rate of contribution, while a relatively 

small number of other persons in these employments 

where special conditions apply are excepted from 
ions insurance altogether. 

A contribution to the Pensions Account is made 
annually by the Treasury for the purpose chiefly of 
meeting the initial capital liability of bringing into 
the scheme persons of all ages at the same premium. 
As a matter of interest it might be mentioned that 
for the year 1942 this State contribution amounts to 


£20 million. 
. BENEFITS 
The benefits provided are :— 


Old Age Pensions : 

Insured man—10s. a week from age 65 to age 70. 

Wife of insured man—10s. a week from age 60 to 
age 70 provided the husband has attained age 65. 

Insured woman—10s. a week from age 60 to age 70. 

Widow of insured man—10s. a week until re-marriage, 
co-habitation with a man as his wife, or age 70; 
plus 5s. a week for the eldest or only child and 3s. 
a week for each other child, until such child attains 
the age of fourteen, or, if he remains under full- 
time instruction in a day school, the end of the 
July next following the date on which he attains 
the age of sixteen. 

Orphans—7s. 6d. a week for each child during the 
same period as that for which a children’s allowance 
is payable to a widow. 


It is perhaps not generally realised that the con+ — 


tributory pension is payable only up to age 70. This 
is all the financial scheme of the Act provides. On 
attaining age 70, however, the widow or pensioner 
becomes entitled, without any means, residential, or 
nationality test, to the non-contributory old age 
pension referred to later in this article. 

Title to benefit depends on the duration of i insurance 
and the number of contributions paid. 

For an old age pension the statutory qualification 
is five years’ insurance and the actual payment of 
104 contributions, with an average of 39 paid or 
excused in each of the three contribution years 
preceding the date of attaining age 65 (60 in the case 
of an insured woman). The statutory qualification for 
a widow’s or orphan’s pension is 104 weeks of insur- 
ance and the payment of 104 contributions, with an 
average of 26 in respect of each of the three con- 
tribution years preceding the death of the insured 
person. 

Not more than one pension is payable to a person, 
even where both husband and wife are insured, nor 
is an old age pension payable to a woman in addition 
to a widow’s pension. A pension is not payable if 
the claimant is in receipt of a dependant’s war 
pension, except where the latter is in respect of the 


pensioner’s son or stepson. The contributory pension . 


may also be suspended or ‘reduced where outdoor 
relief is granted, or the pensioner is an inmate of an 
institution maintained out of public funds. It 
should: be noted, however, that the receipt of a blind 
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person’s pension (referred to later in this article) or a 
payment under the Workmen’s Compensation Act 
does not disqualify a claimant for the contributory 
pension. ; 
Special Voluntary Contributions 
By the Widows’, Orphans’ and Old Age Con- 


tributory Pensions (Voluntary Contributors) Act,” 


1937, married women, independent workers, pro- 
fessional persons and others with small incomes who 
were outside the scope of the Contributory Pensions 
Act of 1936 were given the opportunity of becoming 
Special Voluntary Contributors. In the case of men, 


‘ imsurance may be for all pensions benefits or for 


widows’ and orphans’ pensions only; women may 
be insured for orphans’ and old age pensions. 

The conditions for becoming a Special Voluntary 
Contributor are (a) that the applicant has resided 
in Great Britain for 10 years immediately preceding 
his application, and (6) that the total income does not 
exceed {400 a year in the case of a man and {250 
a year in the case of a woman. 

Not more than one-half of the income may be 
unearned, and in determining a married woman's 
income the husband’s income is taken into account 
as if it were hers. The wife of a person who is 
already insured for pensions purposes cannot become 
a Special Voluntary Contributor, as double pensions 
are not allowed. At the inception of the scheme 
persons were allowed to enter insurance up to the 
age of 55, but at the present time the age limit is 
40. Contributions, apart from those of initial 
entrants, are graded according to age at entry and 
range from Is. 3d. to 2s. 1ld. a week for men and 
from 6d. to 11d. for women. 

Title to benefit is dependent on the normal statutory 
conditions already mentioned, except that if the 
Special Voluntary Contributor does not maintain an 
average of 50 contributions a year, a reduced rate of 
pension is payable. Provision is also made for 
modified pensions in respect of lapsed insurances. 


Non-Contributory Old Age Pensions 


The non-contributory old age pension scheme was 
introduced in 1908, and a considerable volume of 
amending legislation was consolidated by the Old 
Age Pensions Act, 1936. 

Persons who on attaining age 70 are in receipt of a 
pension under the Contributory Pensions Acts auto- 
matically become entitled to a non-contributory 
pension of 10s. a week without any means or other 
test. 

In all other cases the award of a non-contributory 
pension depends on the income of the applicant and 
whether he satisfies the following conditions :— 

(1) That he had attained the age of 70 or, in the case 

of a blind person, the age of 40. 

(2) That he has been a British: subject for the past 
10 years. 

(3) If he is a natural born British subject, that he 
has been resident in the United Kingdom for at 
least 12 years since attaining the age of 50, or 
the age of 20 in the case of a blind person. Fora 
person not a natural born British subject the 
residential qualification is 20 years. 


The weekly rate of pension payable depends on the 
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amount of the claimant’s yearly means as under, 
but in calculating resources an amount up to {39 a 
year of unearned income is ignored (£78 in the case 
of a married couple living together). 


Weekly 

. Rate of 
Yearly Means (excluding first £39) amo 4 

Not exceeding {26 5 0... ob ont i. I ® 

Exceeding {26 5 0 but not exceeding 31 110 0 8 0 

= 1.18.08. « a £3615 0 6 0 

Re £3615 0 ,, ,, - #42 00 4 0 

Ses = ag . £47 5 0 20 

mt AO iy eee ig eo 17 6 1 0 
Exceeding {49 17 6. % .. Nil 


“ Means ”’ include the vat) vii of investments, 
houses (whether personally occupied or not), gifts in 
cash or kind, earnings, superannuation or other 
benefits, etc. For the purpose of valuing investments 
and property, the first £25 of capital value is ignored, 
the income from the next £375 is assumed to be at 
the rate of 5 per cent., and from the balance at 10 
per cent. In the case of married couples living 
together the amounts are £50 and {750 respectively. 


Supplementary Pensions 


By the Old Age and Widows’ Pensions Act, 1940, 
provision is made for the payment of a supplementary 
pension through the Assistance Board to persons 
(other than blind persons) in receipt of old age, 
wives’ or widows’ pensions who have attained the 
age of 60, and who can satisfy a “ needs” test. The 
allowances can be claimed by both contributory 
and non-contributory pensioners. 


The “‘ needs” of an applicant are assessed on a 
weekly basis in accordance with the Supplementary 
Pensions (Determination of Need and Assessment of 
Needs) Regulations, 1940-42. The regulations ” 
somewhat complicated, but, generally s 
allowance may be granted which will bring the total 
income of the claimant up to an amount as set out 
below :— 


Per Week 
a. d, 
1. Pensioner living alone 22 0 
2. Two pensioners (husband and wife) one of 
whom is the householder PA 37 0 
3. Pensioner who is a householder (but nee 
no wife or husband) : 
Male <i ey on ges 22 0 
Female ra , 21 0 
4. Pensioner living as a anuber ale someone 
else’s household : 
Male oe ink ond aie 16 0 
Female ra 15 0 


If the applicant is a householder end the rent paid 
is greater or less than one-quarter of the above scale, 
the allowance may be increased or decreased by such 
sum as the Assistance Board consider reasonable. 
For a pensioner living in somebody else’s household 
the allowance shown above is normally increased by 
5s. a week. The Assistance Board also has dis- 
cretionary powers to meet exceptional needs, and to 

winter allowances (usually 2s. 6d. a week) to 
householders to meet the cost of fuel and other items. 


It should be noted that the method of calculati 
the means of an applicant differs from that employ: 
for old age pensions purposes in that certain items 
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must be disregarded by the Assistance Board, e.g., 
the first 7s. 6d. of a superannuation payment, the 
first 5s. of Friendly Society sick pay, the first 20s. of a 
disability pension, one-half of any weekly payment 
of workmen’s compensation, the capital value of the 
house in which the pensioner lives, and the first 
£375 of war savings made after September 2, 1939. 
In the case of capital other than war savings a sum 
of less than {50 is disregarded, and if it amounts to 
£50 or more a shilling a week wil] be taken into 
account for the first £50 and for each complete {25 
thereafter up to £300. If the capital exceeds £300 
in —— no supplementary pension can usually be 
paid. 

Where the pensioner is the householder, and has 
self-supporting relations living with him, a con- 
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tribution of not more than 7s. a week from each 
relative will be assumed as part of the pensioner’s 


resources. 
Conclusion 

Space alone prevents any attempt in this short 
article to set out the administrative system of the 
various schemes, the appeals procedure, the financial 
arrangements, or all the detailed conditions applying 
to different benefits. It is to be hoped, however, 
that as a result of the labours of the Interdepart- 
mental Committee on Social Insurance and Allied 
Services, which has been sitting under the chair- 
manship of Sir William Beveridge, it may be found 
possible to simplify existing legislation relating to 
State pensions by the introduction of a compre- 
hensive scheme of social security. 


The Economics of Price Determination 


By L. T. LITTLE, B.Sc. (Econ.) 


It is rare for an economist to write a book displaying 
more than a rudimentary knowledge of accounting ; 
hardly less rare for an accountant to produce a work 
ona background of advanced economics. *Here, however, 
we have an author who is both professional accountant 
and qualified economist, and who does not suffer from 
the schizophrenia which so often attacks men who have 
specialised in two fields. Dr. Saxton is able to write 
economics while thinking accountancy, and vice versa. 

Following a practice which has grown up in Oxford 
University, where Dr. Saxton worked on this book, he 
has based his argument upon information received in 
response to a questionnaire submitted to practical 
business men. The questionnaire and answers are repro- 
duced as an appendix, and even without annotation are 
of considerable significance. The results reached by 
Dr. Saxton fully justify the form of approach used, and 
should encourage other workers in similar fields to follow 
what we may henceforth call ‘‘ the Oxford method.” 

The far-reaching revolution in economic analysis that 
has come about in the last decade is indicated by the 
fact that Dr. Saxton can use the word “ conventional ” 
in talking of the economics of imperfect competition, 
which ten years ago had hardly established itself even 
in advanced economic thought. This conventional 
economics of imperfect competition, resting upon the 
admission that in real life there is not a multitude of 
producers of similar products in active competition with 
one another—a fact that the earlier school of economics 
overlooked in its theoretical disquisitions—provides the 
author’s starting point. Imperfect competition theory 
usually fails to enquire into the effects which the price 
decisions of a firm sharing the market with a few other 
firms have upon its rivals. Certainly such effects come 
about, the theory admits, but they are assumed to be 


known and the way they come about is irrelevant. 


The mission of the present work is defined in the follow- 
ing statement : “‘ If a number of firms in an industry do 
in fact set the price of their respective products and take 
account, when selling that product, of the expected 
reactions of their several close rivals, then it would be 
important to know the principles they adopt... . . 9 

The investigation involves Dr. Saxton in a discussion 
of the demand conditions for goods, especially for rival 

*THE Economics oF Prick DETERMINATION. By C. Clive 
Saxton, M.A., D:Phil., F.S.A.A. (Oxford University Press. 
Price 10s. 6d. net.) 


goods ; in a study of the build-up and classification of 
costs (including a useful section on budgeting and stan- 
dard costs) and in an analysis of the influence of profit 
margins on price policy. All this part of the book, in 
which the accountant, gud accountant, will be primarily 
interested, is a necessary preliminary to the discovery of 
the principles of price-fixing. 

It is unfair to give a summary of these principles in 
the space of a review, but the general trend of the results 
suggests that over a wide range of industries, one firm 
takes the lead in fixing prices, without regard to anything 
any other firm in the industry concerned may think or 
do. All the other firms, which presumably are smaller, 
then more or less meekly follow the lead they have been 
given. 

In other words, imperfect competition theory, in 
refraining from considering the effects of price decisions 
upon rivals’ actions, is not very far wrong after all. 
Only such a practical study as Dr. Saxton has given to 
the subject could have produced this justification. 

It is not obvious whether, on occasions, there may 


be more than one price leader and, if there sometimes i5, — 


as appears probable, the question remains how the 
old-fashioned problem of duopoly is solved. The point 
which is made, to the effect that price leadership of this 
kind is mainly confined to the finishing industries, 
namely, those industries nearer the ultimate consumer, 
is a valuable substitute for a quantitative estimate of 
its significance. 

A particularly useful conclusion, reached from practical 
data, is to the effect that over a range of some 10 per 
cent. or 15 per cent. increase or decrease in the existing 
output of many machine industries, marginal costs will 
not vary very substantially. If such constancy of 
short-term marginal costs were valid over a wide field, 
much of earlier marginal theory would need rewriting, 
despite the fact that the constancy of costs had a certain 
backing in the economic theory of the late ‘twenties. 
Further factual examination might establish how 
widespread is the invariability of marginal costs. 

No economist who is interested in marginal analysis 
or price theory can afford not to study closely Dr. 


Saxton’s book, and all accountants who are concerned ~ 


with something more than the mechanics of their subject, 
and who are anxious to find ways in which accountancy 
can lead to important economic conclusions, will obtain 
it without delay. ig 
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10 ACCOUNTANCY 


TAXATION 


On the problem of how to show income tax in accounts 
and the proper amount to reserve, it is unfortunate 
that the accountancy profession should be divided not 
into two camps only but into several. The matter is 
confused, of course, by the argument as to whether 
dividends should be shown in published accounts gross 
or net. 

At the risk of dogmatism, the writer proposes to set 
out his views, with little argument. Those who disagree 
are unlikely to be influenced; constructive criticism 
will be welcome. 
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Income Tax Reserves 


To see the problem at its simplest, let us take a 
company with an issued fully paid capital of £50,000 
6 per cent. preference shares and {£100,000 ordinary 
shares on which a dividend of 10 per cent. is declared 
regularly, which commenced business on April 6, 1939, 
its profits for 1939-40, 1940-41 and 1941-42 being 
£16,000, £24,000'and £28,000 respectively. The prefer- 
ence dividends were paid on October 5 and April 5, 
ordinary dividends on May 5 each year. Profits required 
no adjustment. ; 


Pref. Div. Ord. Div. Tax recouped 
Aceounting Profits Income Tax paid (net) paid (net) Pref. Ord. 
year £ f £ £ f f 
1939-40 16,000 5,600 1,950 — 1,050 — 
1940-41 24,000 6,800 1,725 5,750 1,275 4,250 
1941-42 28,000 12,000 1,500 5,000 1,500 5,000 


Alternative methods of including these figures in the appropriation account are as follows :— 
YEARS TO APRIL 5 


1940 1941 1942 


' £ £ £ 
To Income Tax paid ne 5,600 6,800 12,000 
Dividends (net 
Pref. ai oa 1,950 1,725 1,500 
Ord. ... aie the — 5,750 5,000 
Balance carried forward 8,450 18,175 27,675 


£16,000 £32,450 £46,175 


£ £ 
To Income Tax borne ... 4,550 1,275 5,500 
Dividends (gross 
Pref. bles aiid 3,000 3,000 3,000 
Ord. ... 10,000 10,000 


Balance carried forward 8,450 18,175 27,675 


£16,000 £32,450 £46,175 


Whichever method is adopted, therefore, the carry- 
forward is profit available for net dividend to the 
equity shareholders, tax having been paid. The writer 
prefers the second method as it shows the true facts ; 
in his opinion it is often overlooked that recoupment of 
tax does not arise until payment, it is the gross amount 
that is appropriated. Moreover, the same dividend is 
paid ; it is only the tax deduction that alters and the 
first method makes it appear that the dividends have 
decreased. Similarly, although {* is paid to the 
Revenue, he regards the amount borne as that to be 
shown in the accounts. If preferred, the case can 
be met by showing as an inset the amount paid less the 
amount recouped. 

The question of providing for dividends not declared 
is outside the scope of this article, the purpose of which 
is rather to discuss whether the amount paid in the year 
is enough to charge. For example, in 1940-41, the 
company was liable on the previous year’s profits 
£16,000, but made a profit of £24,000. Should the tax 
charged be based on the assessment or the profits ? 
The answer seems simple; there is a liability for tax 
on the assessment, but prudence dictates that there 


1940 1941 1942 


£ £ £ 
By Balance brought forward — 8,450 18,175 
Net Profit oo ... 16,000 24,000 28,000 


£16,000 £32,450 £46,175 


£ £ £ 
By Balance brought forward — 8,450 18,175 
Net Profit .- 16,000 24,000 28,000 


£16,000 £32,450 £46,175 


ought to be reserved out of current profits tax on their 
excess over the assessment. Otherwise, the profits 
might be paid away in dividends and when the assess- 
ment came along based on those profits (perhaps in a 
year when smaller profits were made), there might not 
be available funds to pay the tax. This is more likely, 
of course, where dividends are charged net. 

In the example above, therefore, it is recommended 
that a reserve be created in the 1940-41 accounts of tax 
on £24,000—{16,000= £8,000, reduced in 1941-42 to 
tax on £28,000—{24,000= £4,000. The rate of tax to 
reserve is that known when the accounts are prepared. 

There are advocates of carrying forward a reserve of 
tax on the year’s profits, as they will form the basis 
of the following year’s assessment. This system involves 
a double charge in the first year in which it is applied, 
but there is much to be said for it. 

Let us apply the suggested principles to a more 
practical case, adopting the writer’s preferences. 

Company commenced May 1, 1939, accounts to 


April 30 showing the following results: 1940, £12,000 ; 


1941, £18,000; and 1942 £14,000, Dividends paid 
July 31: 1940, £8,000; 1941, £10,000; 1942, £10,000. 
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COURT ‘BONDS 


on behalf of 
Trustees IN BANKRUPTCY 
and under Deeps oF ARRANGEMENT, 
LiquipaTors and SpeciaL MANAGERS, 
Recervers IN CHANCERY, Kinc’s BENCH and 
MANAGEMENT and ADMINISTRATION DEPARTMENT, 
ADMINISTRATORS, © 


_ CoMMERCIAL FIpELiTy GUARANTEES, 
Customs and Excise Bonps, 


SPECIAL INDEMNITIES in connection with 
MissinG BENEFICIARIES, 
and Derecrs IN TITLE, 


Apply to the 


PHCENIX 


Assurance Company, Limited. 


Head Office: 
PHENIX HOUSE, KING WILLIAM ST., LONDON, E.C.4 
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SAVE _ 
on Company Formation 


‘C 0 5 TS by using our Draft Forms of 


Memorandum and Articles of Association 


DRAFT No. 1 for 

a companies settled 4 6 
yJ.B.LINDON,MA,LLM. “Ps. Ud. 
DRAFT No. 2 


A concise form for small | 
companies .......... s. 34 


COMPLETE OUTFITS 
SEND FOR Including Memorandum and Articles, 
COMPANY books and seal, from . - £6 | 5.. 


BOOKLET 


H. HOWES & CO. LTD 


7, BELL YARD, W.C.2. Holborn 3073 
56, OLD BROAD STREET, E.C.2. London Wall 2237 
27-28, OLD JEWRY, E.C.2. Kelvin 4992 


MAIL ORDER DEPT. 53-55, MANSELL STREET, LONDON, E.! 


How could it ? 


But, as it is, it can’t happen 


IT CAN’T HAPPEN TO YOU 


Because you refuse to be rushed, and particularly because either 
you or one of your partners personally handles all your firm’s 
work. And the firm, in consequence, doesn’t make mistakes. 


Now, if you had allowed yourself to be rushed by wartime 
conditions, then risk of Error or Omission would arise. In which 
case, you would naturally cover such risk, and possible legal 
consequences by insuring through Muir Beddall & Company Limited, 
who have long and specialised experience of this risk. 


: } MUIR BEDDALL & COMPANY, LIMITED —— 

} Specialists in Indemnity Insurance 

37 GRACECHURCH ST., 
Telephone : MANsion House 3414 (12 lines) 

ALSO AT MANCHESTER AND MONTREAL 


SS ary ne ene ee LIABILITY of ACCOUNTANTS for NEGLIGENCE,”’ please 
state number of Partners and staff. 


. OR CAN IT? 


LONDON, E.C.3 | | 
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of 
Industrial 
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Accounts . 


which appear regularly in : 
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are the most critical and 
informative published. 


NINEPENCE WEEKLY 
at all Bookstalls 


SUBSCRIPTION RATES 


Inland. Abroad. 
12 Months - - 8s. Od. 10s. Od. 
6 Months - - {1 4s. Od. 1 5s. Od. 


Post free, including all Special Numbers 


THE STATIST COMPANY LIMITED, 
51, Cannon Street, London, E.C.4. 
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55, TYRREL STREET, BRADFORD. 
INSTITUTE AND SOCIETY EXAMS. 


Expert postal and oral tuition, based on 30 —_ 
experience in preparing candidates for 

Exams. Tuition adapted to meet precise wi ae 
needs of each candidate. Painstaking criticism 

and marking of work, and prompt return of all 

#  =©papers is guaranteed. Moderate . Copies of = 
# = over 600 signed letters received from past students i 
Hi will be sent on request. i 


LARGE DEPT. FOR COMMERCIAL BOOKS 


FO TO THE WORLD *¥ 


New and secondhand Books on every subject. Catalogues Free 
119-125 CHARING CROSS ROAD, LONDON, W.C2 
Telephone : GERrard 5666 (16 lines) Open 9a.m. to 6p.m., inc Sat 


Society of Incorporated Accountants 


EXAMINATIONS 
ao ae examinations will be held on Sonmnper 16, 17 and 
194, at Taunton School, Somerset and in Southport, 


~ Dublin and Belfast. 

Completed applications must be sent to the Secretary of the 
Society at FoF rong: 39 Accountants’ Hall, Victoria yee eed 
.C.2, to arrive on or before’ Thursday, 


READY OCTOBER Ist 


THE POPULAR GUIDE TO E.P.T. 


EXCESS PROFITS 
TAX SIMPLIFIED 


H. A. R. J. WILSON, F.C.A., F.S.A.A. 


3°¢ EDITION 


Up-to-date with provisions of F.A.1942 


The short, clear illustrations are welcome for 
the simplification of the working of the tax :— 
Accountant Tax Supplement. 


Price 7/6 (By Post 7/9). 


ORDERS WILL BE EXECUTED IN STRICT 
ROTATION. 


H. FOULKS LYNCH & CO. LTD., 
16, COLEMAN STREET, E.C.2 


SPECIALISED TUITION 
PUPILS OF 


H. FOULKS LYNCH & CO. 


The oldest established Accountancy Tutors 
secured 

& HONOURS out oF 10° | 

including i 


ALL THE FIRST PLACES 


awarded at the | 

WINTER 1941-42 EXAMINATIONS. 
of 

THE SOCIETY & THE INSTITUTE, 


Apply for Syllabus of Tuition to :— 


16, COLEMAN STREET, LONDON, E.C.2 
Telephone: KELVIN 1814 
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INCOME TAX ACCOUNT 


October, 1942 
1940 
April 30 To Reserve for 1939-40 Asst., 
£11,000 at 7s. ia 3,850 
Do. vy of 1940-41 ‘Asst., _ £1,000 
at 7s. 6d. ... 375 
£4,225 
1941 £ 
Jan. 1 To Cash, 1939-40... — ... 3,850 
1940-41... vei ..- 5,100 
April 30 Reserve yy of 1941-42 Asst., » £10 000 
at 10s. eee 
£9,450 
1942 £ 
Jan. 1 To Cash 1941-42 owe 6,000 
April 30 Reserve 7, of 1942-43 Asst., 
£1,500 at ae 750 
£6,750 


The above method reserves only for the accrued 
liability. It will be seen that owing to the accounting 
date being so early in the year of assessment, there is 
now a lag of nearly two years in the collection of tax 


1940 £ 
April 30 By Profit and Loss Account ww» 4,225 
£4,225 

1940 £ 
May 1 By Reserve brought forward -» 4,225 
July 1 Dividend £8,000 at 8s. 6d. --» 93,400 

1941 7 

April 30 Profit and Loss Account .- 1,825 
£9,450 

1941 f 
May 1 By Balance brought forward ... 500 
July 31 Dividend £10,000 at 10s. .. 5,000 

1942 

April 30 Profit and Loss Account oo. 1,250 
£6,750 


based on any year’s profits. It is therefore desirable 

to create a reserve, of a contingent nature, to meet the 
ition. This will first arise in 1940-41, and may well 
made as follows :— 


Year to Contingent 
April 30 Actual Profits Assessments Additional Reserve on Existing reserve —r 
£ ron f f £ 
1940... 12,000 11,000 1,000 at 7/6 = 375 375 — 
1941... 18,000 12,000 6,000 
30,000 23,000 7,000 at 10/- = 3,500 500 3,000 
1942... 14,000 12,000 2,000 
£44,000 £35,000 £9,000 at 10/- = 4,500 750 3,750 
— — — 


The alternative is to reserve in 1940-41 for tax on £18,000 
(in addition to charging the tax for 1940-41) and in 
1941-42 for tax on £14,000, so that by April 30, 1942, 
the reserve would be {32,000 at 10s.—/{16,000. This 
seems to the writer to be excessive. 

The reserve for the accrued liability should appear 


in the balance sheet as a creditor; that for the con- 
tingent amount as a reserve. 

The application of these principles to more in- 
volved facts is simple; it is to be hoped that it will 
not be long before the profession reaches some measure 
of agreement on principles. 


Taxation Notes 


Navy and R.A.F. Allowances 

The note in our September issue on Army allowances 
has led to a request for a similar summary regarding 
the Navy and R.A.F. The following are not assessable : 


Navy 
Victualling, messing, provision and ration allowances 
payable to officers and men (other than civilians) 
entitled to rations in kind. 
Grog money paid to ratings. 
Child allowances (1942-43 onwards). 


/ Messing allowances to gun-room and warrant officers 


messing in a superior mess. 
Table allowances of flag officers and commodores. 
Entertaining allowances to all officers. 
Allowances to overseers in lieu of office accommoda- 
tion. 
Vacation allowances to masters at Dartmouth College. 
Travelling and other allowances to cover expenses 
incurred in the discharge of official duties. 


Field allowances to officers and men employed on 
military duties on shore. 

Climate pay (tropical allowance is assessable). 

Gratuities for wounds and injuries; ‘disability and 
war gratuities. 

Gratuities to naval ratings for puny and to 
ranks and ratings for the destruction of mines, etc. 

Retiring gratuities to officers not entitled to super- 
annuation. 

Outfit gratuities. 

Clothing and bedding gratuities on re-engagement. 

Kit upkeep allowance to ratings.’ 

Interpreters’ gratuities (extra pay as interpreter is 
assessable). 

Lodging allowances (except for appointments for a- 
fixed term). 

Allowances at daily rates for not more than 91 days in 
lieu of houses (lodging allowances on senior officers’ 
war course or accountant officers’ technical course 
are not assessable, whatever the period). 
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Allowances, whether at annual or daily rates, in lieu 
of servants if paid for less than 91 days. 
The value of an official residence or quarters abroad. 


R.A.F. 
Gratuity payable on mobilisation of the Auxiliary 
Air Force. 
Married or family allowance. (Prior to 1942-43 the 
child allowance to airmen was assessable.) 


Referring to the note on the Army, it should be 
noted that for 1942-43 onwards, the child allowances 
to soldiers are not assessable. Home Guard subsistence 
allowances are also not assessable. 


Tax Free Annuities 


In the article in the August issue we did not make 
it plain that the revenue formula applies only to the 
first year. Thereafter the net annuity paid (i.e., after 
deducting the previous year’s refund) is grossed by 
reference to the standard rate. (Where the Finance 
Act, 1941, applies, this means, of course, by reference 
to the 1938-39 rate.) At the top of page 194 the 
refund should, of course, be $$ of 444 of £61 9s. 11d. 
If the refund is handed over by the annuitant to the 
trustees each year, instead of being deducted from the 
annuity, the gross of the annuity should be worked 
out without reference to the refund. This would be 
unfavourable to the annuitant in most cases, as it 
would increase the refund, reducing the amount retained 
by the annuitant, and is not usual. The amount will 
now be static where the 1941 Act applies, as both the 
annuity and the amount refundable to the trustees are 
fixed. 


E.P.T.—Remuneration for Services 


Many accountants complain of a lack of elasticity in . 


the official mind regarding what is reasonable and 
necessary remuneration for services. There is no doubt 
that it is an anomaly that the arbiters who have to 
decide on the fair reward of a business employee should 
be civil servants with fixed emoluments. The position 


October, 1942 


under Section 32 of the 1940 Act is, of course, subject 


to appeal to the Board of Referees, who are business men, 
but all indications are that it will be many moons before 
these appeals are heard, and in the meantime businesses 
and employees do not know their position. The position 
is worse where an application is made for the additional 
£1,000 for a working proprietor, as there appears to be 
no appeal if the Commissioners refuse to make a direc- 
tion. Cases are reported where the increase has been 
refused on the grounds that the turnover does not 
justify the employment of such expensive people. In 
an expanding business, this argument does not appeal 
to us; it is in the building-up days that the best men 
are most needed. 

In these remarks, we are not overlooking that E.P.T. 
is not merely a revenue-raising device, but has the 
further purpose of preventing individual accretions of 
wealth as a result of prosperity arising from the war. 
That, to our mind, is not incompatible with a proper 
measure of reward for services. Much of our grounds of 
criticism would be removed if a right of appeal were 
given, though there is still the uncertainty in the mean- 
time. It is interesting to consider whether it is in the 
interests of anyone that the standard profits of a 
business set up with little capital since July 1, 1936, 
should be so small that it barely suffices for the living 
expenses of the proprietors, leaving no reserves or 
capital for expansion. 


War Damage Contribution 

The Board of Inland Revenue have informed us that 
the Department could not agree that late appeals 
against Schedule A assessments, by reference to which 
war damage contribution has been charged, should be 
admitted solely. on the grounds (1) that building society 
interest has prevented the owner from realising that he 
was being assessed on too high a figure, or (2) that the 
Schedule A value was allowed in the Schedule D com- 
putation, with the result that the amount did not matter 
for tax purposes. 


Recent Tax Cases 


By W. B. COWCHER, 0O.B.E., B.Litt., Barrister-at-Law 


Income Tax—Schedule E—Managing director—Provision 
for pension—Release of company from obligation to pay 
pension—Lump sum payment in consideration—W hether 
assessable—Income Tax Act, 1918, Schedule E—Finance 
Act, 1932, Section 17. 

Wales v. Tilley (C.A. May 18, 1942, T.R. 119) was 
dealt with in our June issue. In the writer’s note of 
the case it was pointed out that if the judgment of 
Lawrence, J., was upheld, for the reasons given in the 
judgment, a very serious issue was raised in regard to 
commutations of pension rights. In the Court of Appeal, 
whilst the decision was upheld, there was an important 
diversity of opinion, and leave was given to appeal to 
the House of Lords. 

The Master of the Rolls dissented from the view of 
Lawrence, J., that a sum paid in commutation of 
pension was necessarily assessable under Schedule E 
and declared that the case of Short Bros., Ltd. v. C.I.R. 
(1927, 136 L.T. 689, 12 T.C. 955) did not support that 
proposition, thus endorsing the writer’s note to this 
effect. He held, however, that where the sum received 
was by way of an addition to remuneration in the form 
either of an increase in periodical salary or of a lump 
sum, it was taxable; but not so if merely paid by way 
of commutation of a future pension without reference 
to or connection with service. If the agreement had 
been framed in two parts, one an agreement to serve at 


a reduced salary in consideration of {X, the other an 
agreement to give up pension rights in consideration of 
£T, then £Y could not have been described as remunera- 
tion for services. 

Mackinnon, L.J., considered that Prendergast v. 
Cameron (1938, A.C. 549, 23 T.C. 122), was clear authority 
that in so far as the two sums of £20,000 were in con- 
sideration of Mr. Tilley agreeing to serve at £2,000 a 
year in place of £6,000 a year they were taxable under 
Schedule E. But, in so far as they were in consideration 
of the surrender of the prospective right to the £4,000 a 
year pension, the decision in Hunter v. Dewhurst (1932, 
146 L.T. 510, 16 T.C. 605), made it difficult to hold them 
to be taxable. 

Goddard, L.J., agreed with the Master of the Rolls 
that the agreement was one where the consideration was 
entire and not separable and so, whilst disagreeing 
with the views of Lawrence, J., on the taxable character 
of pension commutations, he upheld his decision. 


Sur-tax—Undistributed income of company—Cessation of 
business of dealing in stocks and shares—Whether company 
an investment company within Section 20 (1) of Finance 
Act, 1936. 

In F.P.H. Finance Trust, Lid. v. C.I.R. (K.B.D., 
May 14, 1942, T.R. 135) the company had carried on a 
general finance business, mainly in dealing in stocks and 
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shares, in respect of which it was assessed under Case I 
of Schedule D. For some years the trading profits 
were much larger than the investment income, but in 
1937 and the first three months of 1938 there were large 
losses, so that during 1937 and the first three months 
of 1938 the only income was investment income. On 
April 1, 1938, the company went into liquidation. The 
Special Commissioners had held that the appellant 
company was an investment company within Section 
20 (1) of Finance Act, 1936, and Macnaghten, J., approved 
their decision. 

Two points were raised upon behalf of the company : 
first, that the Special Commissioners could not, as a 
matter of law, find that it was an investment company ; 
and, secondly, that the word “‘ income ”’ in the section 
means the net income from all sources, so that if, as 
here, the company had no net income it could not come 
within the definition. Upon the first point the Crown’s 
argument that the question was one of fact was upheld 
by the Judge. He also agreed that no period of time 
could be laid down preceding liquidation during which 
the income of the company must have consisted mainly 
of investment income. Each case must depend upon 
its own facts. Upon the second point he held that.the 
position was the same as that of an individual in receipt 
of a salary who at the same time carried on farming at a 
loss. It could not be said that such a person had no income. 

There is one aspect of the case which cannot be dealt 
with in the absence of the full report. It would seem 
to have an important bearing upon the issue whether 
the investment income of the company arose from 
“‘ dealing stocks ’’ or “ investment stocks.”’ 


Schedule D—Builder—Sales financed by building societies 
—Second mortgages to builder—Whether trade debts or 
only taxable when veceived—Cases I and II of Schedule D, 
Rule 3 (i). 

In Absolom v. Talbot (K.B.D., May 5, 1942) the 
appellant was a speculative builder of mainly small 
houses. The purchasers paid a small deposit, raised 
the main part of the cost by a loan on first mortgage 
by a building society, and gave the appellant a second 
mortgage or promissory note for the balance. The 
appellant, basing upon John Cronk & Son, Lid. v. 
Harrison (1937, A.C. 185, 20 T.C. 612), contended that 
the sums last-mentioned fell to be valued at the time of 
the sale of each house at their actual values at the time ; 
and, if valuation was impossible, the balance was only 
assessable as a trading receipt in the year when received. 
The Special Commissioners had accepted the Crown’s 
argument that the sums in question were trade debts 
subject to allowance under Rule 3 (i) of Rules applicable 
to Cases I and II of Schedule D ; and their decision was 
upheld by Macnaghten, J. He approved the distinction 
drawn between the case and Cronk’s case. There, there 
was no debt due from the purchaser of the houses ; 
whilst here it was a case of sale of houses on credit. 
The fact that a trade debt was secured by a mortgage 
or by a promissory note, or otherwise, did not make it 
cease to be a trade debt. 


Sur-tax—Settlements—Sale of shares to unlimited com- 
pany formed by vendor—Allotment to him of preference 
shares giving voting control—Settlements cvreated by 
vendor—Purchase by trustees of ordinary shares in the 
company—Whether transaction an arrangement within 
Section 41 (4) (b) of the Finance Act, 1938, and so within 
Section 38 (2) of that Act. 

The facts of Chamberlain v. C.I.R. (C.A., May 5, 1942, 
T.R. 87) were set out in our January issue. In the Court 
of Appeal the decision of Lawrence, J., in favour of the 
Crown was affirmed, but leave to appeal to the House 
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of Lords was granted. The circumstances in which leave 
was granted were somewhat unusual. Apart from 
the fact that the sections interpreted were “novel and 
difficult,’’ Lawrence, J., in the lower Court, without 
giving a separate judgment, had followed C.J.R. v. 
Morton (1941, S.C. 467), dealt with in our January issue. 
There, the present writer expressed the view that to 
base that decision upon the possibility that, owing to a 
shrinkage in the value of the company’s assets, the 
respondents might on liquidation become the beneficial 
owners of the whole, was going beyond what was reason- 
able and necessary. The Court of Appeal, in the 
circumstances of the Chamberlain case, found it un- 
necessary to express any opinion upon this point; but 
the Master of the Rolls indicated that one of the reasons 
for giving leave to appeal was that Lawrence, J., by 
following the Scottish decision, had accepted a point 
which the Court had left open, i.e., the point in question. 


Estate Duty—Gift within three years—Portion of debenture 
stock cancelled in consideration that interest on balance paid 
free of tax—Free-of-tax provision void—Finance Act, 
1894, Section 2 (1) (c), Income Tax Act, 1918, General 
Rule 23 (2). 

The position in Gilmour's Trustees v. C.I.R. (Court 
of Session, March 13, 1942, T.R. 201) was curious, and 
the decision one of some importance. In 1933 and 1934 
deceased took debentures in a private company formed 
to acquire his estates. In 1936 he cancelled some of his 
debentures in consideration of interest on the balance 
being paid free of tax. Deceased died in June, 1939, 
and, as the consideration failed by reason of General 
Rule 23 (2) of the Income Tax Act, 1918, the Revenue 
claimed that the agreement of 1936 was a nullity and 
that the £25,000 debentures cancelled by it formed 
part of the estate passing on death. The Court was 
unanimously of opinion that the Revenue claim failed. 
The debentures cancelled had ceased to exist and all 
that remained was the possibility of a claim against 
the company the basis of which was a statutory 
illegality to which the deceased was a party. The Court 
doubted, but expressed no definite opinion, whether 
any such action would be successful. As Lord Wark 
observed, ‘“‘It has to be borne in mind that the 
illegality of the consideration must be taken to have 
been known to both parties, and it may well be tha 
the loss lies where it falls.” 


Income Tax—Winding-up of pension fund—Payments to 
contributors and prospective widows—Whether repayments 
of contributions—Finance Act, 1921, Section 32, Finance 
Act, 1930, Section 19, Regulations (Superannuation 
Funds), 1921, Regulation 8. 

The decision in Lord Advocate v. Hoy (Court of Session, 
June 17, 1942, T.R. 217) settled a number of points 
which had arisen in connection. with the winding up 
of the staff pension fund of the Anchor Line (Henderson 
Brothers), Ltd., viz. : y 

(1) That the question whether the payments made 
to contributors were repayments of contributions was a 
question of fact. 

(2) That the payments made to prospective widows 
were dividends on the actuarial values of their claims. 

(3) That the payments to contributors and to pros- 
pective widows were repayments to which Regulation 8 
of the 1921 Regulations applied. 


(4) That the rate of tax for the purposes of Regulation 


8 was the rate in force in the year in which the liquidation 
of the fund began. 

The defender had contended that the payments made 
by him were made out of an insolvent fund in the course 
of liquidation and that Regulation 8 did not apply. 
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The Month in the City 


FINANCE 


Industrials at War Highs 
At the beginning of September industrial shares 
generally were at their highest levels of the war, and 


. recent weeks have seen a further improvement in values. 


It.is typical of wartime movements that War Loan 
entered fresh high ground at the same time as equity 
stocks. Nevertheless, the former scissors movement 
between ordinary shares and fixed-interest securities, in 
favour of the latter, now seems definitely to have been 
reversed. This movement reached its culmination 
about the end of March, when ordinary shares were 
standing 6} per cent. below, and gilt-edged 14 per cent. 
above, their pre-war level (taking mid-August as a 
suitable datum line). In the succeeding six months 
fixed-interest securities have slightly receded, whereas 
ordinary shares have improved by nearly 14 per 
cent. to 64 per cent. above pre-war values. 


Financial News Indices 


Fixed Ordinary 

Interest Shares 
(1928=100) (July, 1935=100) 

1939 Aug. 15 .. 80-0 re 117-8 
1940 May 9 74-2 iS 126-5 
June 26 49-4 ne 114-9 
Dec. 30 70-2 5% 125-9 
1941 Mar. 25 67-3 oa 128-0 
Dec. 5 83-0 « 132-5 
1942 Mar. 23 74:8 “f 134-4 
June 9 81-3 an 134-2 
July 2 78-0 fy. 132-9 
July 22 81-3 fy 133-6 
Aug. 21 83-0 i 133-3 
Sept. 1 83-8 m. 133-2 
a 84-3 me 133-3 
ra Ts 85-0 ne 133-2 
» ae 85-5 ; 133-1 


It is not difficult to advance explanations for this 
divergent movement, quite apart from the so-called 
“ V-motif,” the expectation of early victory and the 
release of inflationary tendencies in the post-war period. 
For one thing, recent weeks have seen a remarkable 
number of dividend increases. There is, of course, a 
moral ban on the payment of dividends in excess of 
pre-war distributions, but with the gradual rise in the 
national income many companies at first adversely 
affected are now earning sufficient to revert to the higher 
pre-war rates of dividend. With the continuance of 
the war, too, industrial earnings are being buttressed 
by an increasing cushion of E.P.T. payments, which 
would serve to prevent a decline in distributable earnings 
should trading receipts fall off. Finally, there is the 
common-sense fact that, whereas new industrial issues 
are rigorously restricted by the capital issues control, 
the supply of fixed-interest stocks is being steadily 
increased by Government borrowing. From {8,301 
million at March, 1939, the national debt had risen by 
March this year to £14,226 million and now comfortably 
exceeds {15,000 million. 


Permission to Deal 


While the Stock Exchange can hardly impose higher 
standards or more stringent safeguards for the investor 
than are laid down by law, it can insist that buyers of 
a quoted security should be provided with all the 
relevant information necessary for a true assessment of 
their pective investment. In recent years, for 
example, more adequate disclosure has been required 
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in the case of securities marked through placings instead 
of by formal prospectus. Two amendments introduced 
this month in the procedure relating to permission to 
deal clearly have the same general objective. The 
Committee may now require that any prospectus or 
other invitation to subscribe shall set out all the material 
provisions concerning the remuneration of directors and 
trustees. Secondly, debenture conversion offers must 
now indicate any material variations in the security for 
the new stock compared with the old one. It is under- 
stood that these changes have been inspired by thé 
growing tendency of trustees to disclaim responsibility 
in the trust deed, and by the possibility that when 
debentures are converted the opportunity may be taken 
to release important assets formerly charged as security 
for the debentures. So long as these practices are 
permissible under company law, they could hardly 
justify the actual refusal of permission to deal, but the 
Stock Exchange is doing all in its power by insisting 
upon adequate publicity for the protection of investors. 


Marking Names Announced 


During the past month double quotations have been 
in force for securities in American form which, although 
nominally registered stocks, are transferred as bearer 
securities once the share certificate is signed by the 
registered holder. Shares standing in “‘ good market 
names ’’ command a slightly higher price than those 
registered in the name of the actual holder. This is 
probably the first occasion on which nominally identical 
securities have been valued differently on technical 
grounds. The reason for the discrimination is, of 
course, the trouble and expense involved in tracing 
registered holders to ensure that a sale does not infringe 
the Trading with the Enemy regulations. The price 
differential not only compensates buyers for the trouble 
involved but also provides holders of certificates 
registered in their own names with an incentive to 
transfer them into a recognised marking name. A 
complete list of such names has now been issued. Accept- 
able names include, among others, those of Stock 
Exchange firms, including members of American and 
Canadian stock exchanges who have a London office, 
banks and their nominee companies, Another interest- 
ing technical change is the progress being made with 
the revision of the Stock Exchange lists to remove 
various anomalies which had grown up. Thus home 
railway stocks are now listed in one group only, in 
alphabetical order. Similarly, American rails now 
appear in one group, whereas previously they were 
subdivided into gold bonds and _ sterling issues, a 
distinction that has ceased to haye much practical 
significance. The order in which the various stocks of 
a Government or corporation borrower are listed was 
formerly governed chiefly by redemption dates. The 
simpler method is now being adopted of listing issues 
in order of the interest rate paid, stocks with the lowest 
rate appearing first. 


SCOTTISH HOUSING ADVISORY COMMITTEE 

The Secretary for Scotland has reconstituted the Scottish 
Housing Advisory Committee on a wider basis to act, in his 
own phrase, as a Housing Parliament for Scotland. The 
Committee consists of thirty-one members and includes Mr. 
J. D. Imrie, C.B.E., F.S.A.A., City Chamberlain of Edinburgh, 
and Mr. James C. Cessford, C.A., F.S.A.A., Edinburgh, 
Director of the Co-operative Permanent Building Society. 
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Published Accounts 


Consett Iron 

A change in the method of treating taxation and in the 
actual presentation of the profit and loss account, 
combined with the incidence of war damage contribu- 
tions as a new charge, makes the profit showing of 
Consett Iron for 1941-42 appear much less satisfactory 
than it really is. The profit and loss account shows 
trading profit, interest income, and rents and royalties as 
three separate items. The total of £690,375 compares 
with £631,069 in the previous year, but after meeting 
debenture service, war damage contributions of £111,150, 
taxation of £255,000 and depreciation the net surplus, as 
conventionally extracted, records an apparent decline 
from {293,987 to £103,265. Part of this fall is due to 
the fact that war damage contributions had not pre- 
viously been debited. This presumably means that the 
charge now made under this head relates to more than a 
single year’s liability, but unfortunately the precise 
significance of the item is not indicated. Then the 
“‘ provision for taxation ’’ compares with a “ further 
provision for taxation,’” amounting to only £100,000, 
made last time. This change in phraseology acknow- 
ledges that dividends are this time deducted net, whereas 
previously they were shown gross, an alteration that 
explains all but £30,000 of the increase in the tax 
provision. On a strictly comparable basis the net profit 
would record an advance from {£293,987 to £339,415, 
subject to war damage contributions in each case. The 
chairman’s statement notes that ‘‘ the amounts required 
to meet the dividends have been shown at a net figure 
after deduction of income tax,’’ but neither this state- 
ment nor the directors’ report explains the implications 
of the changes made. 


Courtaulds 
The 1941 accounts of Courtaulds deserve notice because 
there are few companies with a total capital of £32,000,000 
(of which £24,000,000 is represented by ordinary shares), 
and because no other company holds over £40,000,000 
in cash and Government securities. The large total to 
which quick resources have been raised is a reflection of 
the arrangement under which the Government requisi- 
tioned all but a small part of the company’s interest in 
the American Viscose Corporation. The company was 
deprived of this important investment at a time when 
we had exhausted our gold and dollar resources and 
American opinion had not yet given its sanction to the 
principles behind Lend-Lease. It was recently announced 
that the Treasury had agreed to pay {27,125,000 for 
the shares acquired. This, although very much more 
than the Treasury, owing to the time and setting of 
the transaction, was able,to secure on resale to the 
American investing public, was less than the value 
placed upon the net tangible assets of the American 
enterprise. All the same, it has resulted in a capital 
surplus of {11,144,094 arising in the accounts of the 
English company, which had been in the habit of carry- 
ing this interest at a very low figure. This surplus has 
been added to general reserves, which are shown in the 
test accounts at £19,124,094. Another reflection of the 
nsaction is that investments in subsidiaries are now 
brought in at £2,966,818, against 419,391,284 a year 
ago. A sum of {27,776,000 is shown to be receivable 
from the Government, inclusive of £651,000 representing 
interest at 3 per cent. from the date of acquisition. The 
whole of this sum has been invested in British Govern- 
ment securities, so that, as already noted, the quick 
resources have risen to what must be a unique level ; 
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at the end of 1941 the company already held British 
Government and other securities brought in at 
£11,454,736 (though actually having a market value of 
£12,980,380), besides £1,655, 180 in cash. 


LETTERS TO THE EDITOR 


The Economic Consequences of the Excess Profits Tax 


DeEaR Sir,—From the constant references to the 
subject in recent speeches of company chairmen, as 
well as from numerous articles and letters contributed 
both to the national press and to the professional journals, 
it would appear to be evident that the excess profits 
tax, charged at the present rate of one hundred per 
cent., with its attendant provisions for credit and partial 
repayment, has consequences in the economic field of an 
order seldom previously experienced. 

The Council of the Institute of Taxation has been 
impressed with the need for the collection, collation and 
examination of evidence regarding the nature and extent 
of these consequences, and others which may not yet 
have received adequate recognition and consideration. 
It has accordingly been decided, in order to encourage 
research into this field of enquiry, to invite the submis- 
sion of theses on the subject, a prize of fifty guineas being 
offered for the best thesis submitted. If any of your 
readers who may wish to enter for the competition will 
apply to the Secretary of the Institute, at 21, Fitzroy 
Square, W.1, particulars of the conditions of entry will 
be sent to them. The competition will remain open 
until the end of March, 1943. 

Yours truly, 
LEONARD Ross, 
President, 
The Institute of Taxation. 


London, 
September 15, 1942. 
That Farming Controversy 

DEAR S1rR,—Farmers are being compelled to adopt 
such intensive methods of agriculture as are bound to 
lead to a serious loss of fertility in the land, if not, 
ultimately, to complete soil exhaustion. A _ seven- 
year rotation of crops is telescoped into three years. As 
a result of the considerable slaughter of live stock, organic 
manure is extremely scarce and the supply of chemical 
fertilisers is not an adequate substitute. Land has been 
compulsorily farmed with crops which are entirely un- 
suitable for the type of soil. The ‘‘ Good Earth ”’ is thus 
being drained of its goodness. There is no question of 
outlay, whether or not in part “ borne by a benevolent 
Revenue,”’ being able to make good the resultant wastage. 

The land is, under these conditions, a wasting asset and 
since no allowance is made for depletion, a farmer’s 
taxable profit overstates his true income. Capital is 
thus being taxed. This is the problem, not the assess- 
ment of farming income under Schedule D. 

Your remarks as to the valuation of crops and tillages 
being a safeguard against soil exhaustion are strange. 
They seem to suggest that, since the expropriation of 
capital by taxation will eventually curtail income and 
thus cut down future income tax, the taxation of capital 
is not to the disadvantage of the taxpayer. 

The “ desirability of making good the wastage ”’ is 
obvious to all farmers, but this is, in wartime, impossible. 
If the present methods of farming continue to be forced 
on the farmer, England may quite possibly become com- 
pletely barren, for very many years after the war. 

Yours faithfully, 
BRANK NOLAN. 

Cambridge, 

September 5, 1942. 
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Allowances, whether at annual or daily rates, in lieu 
of servants if paid for less than 91 days. 
The value of an official residence or quarters abroad. 


R.A.F. 
a payable on mobilisation of the Auxiliary 
Air F 


Sipsited.ox teeny clowenen. (Prior to 1942-43 the 
child allowance to airmen was assessable.) 
Referring to the note on the Army, it should be 
noted that for 1942-43 onwards, the child allowances 
to soldiers are not assessable. Home Guard subsistence 
allowances are also not assessable. 


Tax Free Annuities 

In the article in the August issue we did not make 
it plain that the revenue formula applies only to the 
first year. Thereafter the net annuity paid (i.e., after 
deducting the previous year’s refund) is grossed by 
reference to the standard rate. (Where the Finance 
Act, 1941, applies, this means, of course, by reference 
to the 1938-39 rate.) At the top of page 194 the 
refund should, of course, be #$ of 4$4 of £61 9s. 11d. 
If the refund is handed over by the annuitant to the 
trustees each year, instead of being deducted from the 
annuity, the gross of the annuity should be worked 
out without reference to the refund. This would be 
unfavourable to the annuitant in most cases, as it 
would increase the refund, reducing the amount retained 
by the annuitant, and is not usual. The amount will 
now be static where the 1941 Act applies, as both the 
annuity and the amount refundable to the trustees are 


E.P.T.—Remuneration for Services 

Many accountants complain of a lack of elasticity in 
the official mind regarding what is reasonable and 
necessary remuneration for services. There is no doubt 
that it is an anomaly that the arbiters who have to 
decide on the fair reward of a business employee should 
be civil servants with fixed emoluments. The position 
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under Section 32 of the 1940 Act is, of course, subject 
to appeal to the Board of Referees, who are business men, 
but all indications are that it will be many moons before 
these appeals are heard, and in the meantime businesses 
and employees do not know their position. The position 
is worse where an application is made for the additional 
£1,000 for a working proprietor, as there appears to be 
no appeal if the Commissioners refuse to make a direc- 
tion. Cases are reported where the increase has been 
refused on the grounds that the turnover does not 
justify the employment of such expensive people. In 
an expanding business, this argument does not appeal 
to us; it is in the building-up days that the best men 
are most needed. 

In these remarks, we are not overlooking that E.P.T. 
is not merely a revenue-raising device, but has the 
further purpose of preventing individual accretions of - 
wealth as a result of prosperity arising from the war. 
That, to our mind, is not incompatible with a proper 
measure of reward for services. Much of our grounds of 
criticism would be removed if a right of appeal were 
given, though there is still the uncertainty in the mean- 
time. It is interesting to consider whether it is in the 
interests of anyone that the standard profits of a 
business set up with little capital since July 1, 1936, 
should be so small that it barely suffices for the living 
expenses of the proprietors, leaving no reserves or 
capital for expansion. 


War Damage Contribution 

The Board of Inland Revenue have informed us that 
the Department could not agree that late appeals 
against Schedule A assessments, by reference to which 
war damage contribution has been charged, should be 
admitted solely on the grounds (1) that building society 
interest has prevented the owner from realising that he 


. ‘was being assessed on tod high a figure, or (2) that the 


Schedule A value was allowed in the Schedule D com- 
putation, with the result that the amount did not matter 
for tax purposes. 


Recent Tax Cases 
By W. B, COWCHER, O.B.E., B.Litt., Barrister-at-Law 


Income Tax—Schedule E—Managing director—Provision 
for pension—Release of company from obligation to pay 
pension—Lump sum payment in consideration—W hether 
assessable—Income Tax Act, 1918, Schedule E—Finance 
Act, 1932, Section 17. 

Wales v. Tilley (C.A. May 18, 1942, T.R. 119) was 
dealt with in our June issue. In the writer’s note of 
the case it was pointed out that if the judgment of 
Lawrence, J., was upheld, for the reasons given in the 


judgment, a very serious issue was raised in regard to 


commutations of pension rights. In the Court of Appeal, 
whilst the decision was upheld, there was an important 
diversity of opinion, and leave was given to appeal to 
the House of Lords. 

The Master of the Rolls dissented from the view of 
Lawrence, J., that a sum paid in commutation of 
pension was necessarily assessable under Schedule E 
and declared that the case of Short Bros., Lid. v. C.I.R. 
(1927, 136 L.T. 689, 12 T.C. 955) did not support that 
proposition, thus endorsing the writer's note to this 
effect. He held, however, that where the sum received 
was by way of an addition to remuneration in the form 
either of an increase in periodical salary or of a lump 
sum, it was taxable; but not so if merely paid by way 
of commutation of a future pension without reference 
to or connection with service. If the agreement had 
been framed in two parts, one an agreement to serve at 


a reduced salary in consideration of {X, the other an 
agreement to give up pension rights in consideration of 
£T, then £Y could not have been described as remunera- 
tion for services. 

Mackinnon, L.J., considered that Prendergast v. 
Cameron (1938, A.C. 549, 23 T.C. 122), was clear authority 
that in so far as the two sums of £20,000 were in con- 
sideration of Mr. Tilley agreeing to serve at {2,000 a 
year in place of £6,000 a year they were taxable under 
Schedule E. But, in so far as they were in consideration 
of the surrender of the prospective right to the £4,000 a 
year pension, the decision in Hunter v. Dewhurst (1932, 
146 L.T. 510, 16 T.C. 605), made it difficult to hold them 
to be taxable. 

Goddard, L.J., agreed with the Master of the Rolls 
that the agreement was one where the consideration was 


' entire and not separable and so, whilst disagreeing 


with the views of Lawrence, J., on the taxable character 
of pension commutations, he upheld his decision. 


Sur-tax—Undistributed income of company—Cessation of 
business of dealing in stocks and shares—Whether company 
an investment company within Section 20 (1) of Finance 
Act, 1936. 

In F.P.H. Finance Trust, Lid. v. CI.R. (K.B.D., 
May 14, 1942, T.R. 135) the company had carried on a 
general finance business, mainly in dealing in stocks and 
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shares, in 
of Schedule D- For some years the trading ts 
were much larger than the investment income, but in 

1937 and the first three months of 1938 there were large 
losses,“so that during 1937 and the first three months 
of 1938 the only income was investment income. On 
April 1, 1938, the company went into liquidation. The 
Special Commissioners had held that the appellant 


company was an investment company within Section’ 


20 (1) of Finance Act, 1936, and Macnaghten, J., approved 
their decision. 

Two points were raised upon behalf of the company : 
first, that the Special Commissioners could not, as a 
matter of law, find that it was an investment company ; 
and, secondly, that the word “ income ”’ in the section 
means the net income from all sources, so that if, as 
here, the company had no net income it could not come 
‘within the definition. Upon the first point the Crown’s 
argument that the question was one of fact was upheld 
by the Judge. He also agreed that no period of time 
could be laid down preceding liquidation during which 
the income of the company must have consisted mainly 
of investment income. Each case must depend upon 
its own facts. Upon the second point he held that the 


position was the same as that of an individual in receipt 


of a salary who at the same time carried on farming at a 
loss. It could not be said that such a person had no income. 

There is one aspect of the case which cannot be dealt 
with in the absence of the full report. It would seem 
to have an important bearing upon the issue whether 
the investment income of the company arose from 
“dealing stocks”’ or “investment stocks.” 


Schedule D—Builder—Sales financed by building societies 
—Second mortgages to builder—Whether trade debts or 
only taxable when received—Cases I and II of Schedule D, 
Rule 3 (i). ; 

' In Absolom v. Talbot (K.B.D., May 5, 1942) the 
appellant was a speculative builder of mainly small 
houses. The purchasers paid a small deposit, raised 
the main part of the cost by a loan on first mortgage 
by a building society, and gave the appellant a second 
mortgage or promissory note for the balance. The 
appellant, basing upon John Cronk & Son, Lid. v. 
Harrison (1937, A.C. 185, 20 T.C. 612), contended that 
the sums last-mentioned fell to be valued at the time of 
the sale of each house at their actual values at the time ; 
and, if valuation was impossible, the balance was only 
assessable as a trading receipt in the year when received. 
The Special Commissioners had accepted the Crown’s 
argument that the sums in question were trade debts 
subject to allowance under Rule 3 (i) of Rules applicable 
to Cases I and II of Schedule D; and their decision was 
upheld by Macnaghten, J. He approved the distinction 
drawn between the case and Cronk’s case. There, there 
was no debt due from the purchaser of the houses ; 
whilst here it was a case of sale of houses on credit. 
The fact that a trade debt was secured by a mortgage 
or by a promissory note, or otherwise, did not make it 
cease to be a trade debt. 


Sur-tax—Settlements—Sale of shares to unlimited com- 
pany formed by vendor—Allotment to him of preference 
shares giving voting control—Settlements created 
vendor—Purchase by trustees of ordinary shares in the 
company—Whether transaction an arrangement within 
Section 41 (4) (b) of the Finance Act, 1938, and so within 
Section 38 (2) of that Act. 

The facts of Chamberlain v. C.I.R. (C.A., May 5, 1942, 
T.R. 87) were set out in our January issue. In the Court 
of Appeal the decision. of Lawrence, J., in favour of the 
Crown was affirmed, but leave to appeal to the House 


of which it was assessed under Case I - 
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of Lords was granted. The circumstances in which leave 
was granted were somewhat unusual. Apart from 
the fact that the sections interpreted were “ novel and 
a " Lawrence, J., in the lower Court, without 
giving separate judgment, had followed C.I.R. v. 
orton (1941, S.C. 467), dealt with in our January issue. 
There, the present writer expressed the view that to 
base that decision upon the possibility that, owing to a 
shrinkage in the value of the company’s assets, the 
respondents might on liquidation become the beneficial 
owners of the whole, was going beyond what was reason- 
able and necessary. The Court of Appeal, in the 
circumstances of the Chamberlain case, found it un- 
necessary to express any opinion upon this point ; ‘but 
the Master of the Rolls indicated that one of the reasons 
for giving leave to appeal was that Lawrence, J., by 
following the Scottish decision, had accepted a point 
which the Court had left open, i.e., the point in question. 


Estate Duty—Gift within three years—Portion of debenture 
stock cancelled in consideration that interest on balance paid 
free of tax—Free-of-tax provision void—Finance Act, 
1894, Section 2 (1) (c), Income Tax Act, 1918, General 
Rule 23 (2). 

The position in Gilmour's Trustees v. C.I.R. (Court » 
of Session, March 13, 1942, T.R. 201) was curious, and 
the decision one of some importance. In 1933 and 1934 
deceased took debentures in a private company formed 
to acquire his estates. In 1936 he cancelled some of his 
debentures in consideration of interest on the balance 
being paid free of tax. Deceased died in June, 1939, 
and, as the consideration failed by reason of General 
Rule 23 (2) of the Income Tax Act, 1918, the Revenue 
claimed that the agreement of 1936 was a nullity and 
that the {£25,000 debentures cancelled by it formed 
part of the estate passing on death. The Court was 
unanimously of opinion that the Revenue claim failed. 
The debentures cancelled had ceased to exist and all 
that remained was the possibility of a claim against 
the company the basis of which was a statutory 
illegality to which the deceased was a party. The Court 
doubted, but expressed no definite opinion, whether 
any such action would be successful. As Lord Wark 
observed, “‘It has to be borne in mind that the 
illegality of the consideration must be taken to have 
been known to both parties, and it may well be that 
the loss lies where it falls.’’ 


Income Tax—Winding-up of pension fund—Payments to 
contributors and prospective widows—Whether repayments 
of contributions—Finance Act, 1921, Section 32, Finance 
Act, 1930, Section 19, Regulations (Superannuation 
Funds), 1921, Regulation 8. 

The decision in Lord Advocate v. Hoy (Court of Session, 
June 17, 1942, T.R. 217) settled a number of points 
which had arisen in connection with the winding up 
of the staff pension fund of the Anchor Line (Henderson 
Brothers), Ltd., viz. : 

(1) That the question whether the payments made 
to contributors were repayments of contributions was a 
question of fact. 

(2) That the payments made to prospective widows 
were dividends on the actuarial values of their claims. 

(3) That the payments to contributors and to pros- 
pective widows were repayments to which Regulation 8 
of the 1921 Regulations applied. 

(4) That the rate of tax for the purposes of Regulation 
8 was the rate in force in the year in which the liquidation 
of the fund began. 

The defender had contended that the payments made 
by him were made out of an insolvent fund in the course 
of liquidation and that. Regulation 8 did not apply, 
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Industrials at War Highs 

At the beginning of September industrial shares 
generally were at their highest levels of the war, and 
recent weeks have seen a further improvement in values. 
It is typical of wartime movements that War Loan 
entered fresh high ground at the same time as equity 
stocks. Nevertheless, the former scissors movement 
between ordinary shares and fixed-interest securities, in 
favour of the latter, now seems definitely to have been 
reversed. This movement reached its culmination 
about the end of March, when ordinary shares were 
standing 6} per cent. below, and gilt-edged 14 per cent. 
above, their pre-war level (taking mid-August as a 
suitable datum line). In the -succeeding six months 
fixed-interest securities have slightly receded, whereas 

i shares have improved by nearly 14 per 
cent. to 64 per cent. above pre-war values. 


Financial News Indices 


Fixed Ordinary 

Interest Shares 
(1928=100) (July, 1935=100) 

1939 Ang. 15 .. 80-0 os 1178 
1940 May 9 74-2 126-5 
June 26 49-4 114-9 
Dec. 30 70-2 125-9 
1941 Mar. 25 67-3 128-0 
Dec. 5 83-0 132-5 
1942 Mar. 23 74:8 134-4 
June 9 81-3 134-2 
July 2 78-0 132-9 
July 22 81-3 133-6 
Aug. 21 83-0 133-3 
Sept. 1 83-8 133-2 
io 84-3 133-3 
+. ae pe 85-0 133-2 
—— sae 85-5 133-1 


It is not difficult to advance cliienations for this 
divergent movement, quite apart from the so-called 
“V-motif,” the expectation of early victory and the 
release of inflationary tendencies in the post-war period. 
For one thing, recent weeks have seen a remarkable 
number of dividend increases. There is, of course, a 
moral ban on the payment of dividends in excess of 
pre-war distributions, but with the gradual rise in the 
national income many companies at first adversely 
affected are now earning sufficient to revert to the higher 
pre-war rates of dividend. With the continuance of 
the war, too, industrial earnings are being buttressed 
by an increasing cushion of E.P.T. payments, which 
would serve to prevent a decline in distributable earnings 
.Should trading receipts fall off. Finally, there is the 
common-sense fact that, whereas new industrial issues 
are rigorously restricted by the capital issues control, 
the supply of fixed-interest stocks is being steadily 
increased by Government borrowing. From {8,301 
million at March, 1939, the national debt had risen by 
March this year to £14,226 million and now comfortably 
exceeds £15,000 million. 


_Permission to Deal 

While the Stock Exchange can hardly impose higher 
standards or more stringent safeguards for the investor 
than are laid down by law, it can insist that buyers of 
a quoted security should be provided with all the 
relevant information necesSary for a true assessment of 
their prospective investment. In recent years, for 


example, ‘more adequate disclosure has been required 
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in the case of securities marked through placings instead 
of by formal prospectus. Two amendments introduced 
this month in the procedure relating to permission to 
deal clearly have the same general objective. The 
Committee may now require that amy prospectus or 
other invitation to subscribe shall set out all the material 
provisions concerning the remuneration of directors and. 
trustees. Secondly, debenture conversion offers must 
now indicate any material variations in the security for 
the new stock compared with the old one. It is under- 
stood that these changes have been inspired by the 
growing tendency of trustees to disclaim responsibility 
in the trust deed, and by the possibility that when 
debentures are converted the opportunity may be taken 
to release important assets formerly charged as security 
for the debentures. So long as these practices are 
permissible under company law, they could hardly 
justify the actual refusal of permission to deal, but the 
Stock Exchange is doing all in its power by insisting 
upon adequate publicity for the protection of investors. 


Marking Names Announced 

During the past month double quotations have been 
in force for securities in American form which, although 
nominally registered stocks, are transferred as bearer 
securities once the share certificate is signed by the 
registered holder. Shares standing in “ good market 
names’ command a slightly higher price than those 
registered in the name of the actual holder. This is 
probably the first occasion on which nominally identical 
securities have been valued differently on technical 
grounds. The reason for the discrimination is, of 
course, the trouble and expense involved in tracing 
registered holders to ensure that a sale does not infringe 
the Trading with the Enemy regulations. The price 
differential not only compensates buyers for the trouble 
involved but also provides holders of certificates. 
registered in their own names with an incentive to 
transfer them into a recognised marking name. A 
complete list of such names has now been issued. Accept- 
able names include, among others, those of Stock 
Exchange firms, including members of American and 
Canadian stock exchanges who have a London office, 
banks and their nominee companies. Another interest- 
ing technical change is the progress being made with 
the revision of the Stock Exchange lists to remove 
various anomalies which had grown up. Thus home 
railway stocks are now listed in one group only, in 
alphabetical order. Similarly, American rails now 


- appear in one group, whereas previously they were 


subdivided into gold bonds and sterling issues, a 
distinction that has ceased to have much practical 
significance. The order in which the various stocks of 
a Government or corporation borrower are listed was 
formerly governed chiefly by redemption dates. The 
simpler method is now being adopted of listing issues 
in order of the interest rate paid, stocks with the lowest 


rate appearing first. 


SCOTTISH HOUSING ADVISORY COMMITTEE 

The Secretary for Scotland has reconstituted the Scottish 
Housing Advisory Committee on a wider basis to act, in his 
own phrase, as a Housing Parliament for Scotland. The 
Committee consists of -one members and includes Mr. 
J. D. Imrie, C.B.E., F.S.A.A., City Chamberlain of Edinburgh, 
and Mr. James C. Cessford, C.A., F.S.A.A., Edinburgh, 
Director of the Co-operative Permanent Building Society. 
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_ Published Accounts 


Consett Iron 

A change in the method of treating taxation and in the 
actual presentation of the profit and loss account, 
combined with the incidence of war damage contribu- 
tions as a new charge, makes the profit showing of 
‘Consett Iron for 1941-42 appear much less satisfactory 
than it really is. The profit and loss account shows 
trading profit, interest income, and rents and royalties as 
three separate items. The total of £690,375 compares 
with £631,069 in the previous year, but after meeting 
debenture service, war damage contributions of £111,150, 
taxation of £255,000 and depreciation the net surplus, as 
conventionally extracted, records an apparent decline 
from £293,987 to £103,265. Part of this fall is due to 
the fact that war damage contributions had not pre- 
viously been debited. This presumably means that the 
charge now made under this head relates to more than a 
single year’s liability, but unfortunately the precise 
significance of the item is not indicated. Then the 
*‘ provision for taxation ”’ 
provision for taxation,” amounting to only £100,000, 
made last time. This change in phraseology acknow- 
ledges that dividends are this time deducted net, whereas 
previously they were shown gross, an alteration that 
explains all but £30,000 of the increase in the tax 
provision. On a strictly comparable basis the net profit 
would record an advance from £293,987 to £339,415, 
subject to war damage contributions in each case. The 
chairman’s statement notes that “‘ the amounts required 
to meet the dividends have been shown at a net figure 
after deduction of income tax,” but neither this state- 
ment nor the directors’ report explains the implications 
of the changes made. 


Courtaulds 

The 1941 accounts of Courtaulds deserve notice because 
there are few companies with a total capital of 32,000,000 
(of which {24,000,000 is represented by ordinary shares), 
and because no other company holds over £40,000,000 
in cash and Government securities. The large total to 
which quick resources have been raised is a reflection of 
the arrangement under which the Government requisi- 
tioned all but a small part of the company’s interest in 
the American Viscose Corporation. The company was 
deprived of this important investment at a time when 
we had exhausted our gold and dollar resources and 
American opinion had not yet given its sanction to the 


principles behind Lend-Lease. It was recently announced — 


that the Treasury had agreed to pay {27,125,000 for 
the shares acquired. This, although very much more 
than the Treasury, owing to the time and setting of 
the transaction, was able to secure on resale to the 
American investing public, was less than the value 
placed upon the net tangible assets of the American 


enterprise. All the same, it has resulted in a capital - 


surplus of {11,144,094 arising in the accounts of the 
English company, which had been in the habit of carry- 
ing this interest at a very low figure. This surplus has 
been added to general reserves, which are shown in the 
latest accounts at £19,124,094. Another reflection of the 
transaction is that investments in subsidiaries are now 
brought in at £2,966,818, against {19,391,284 a year 
ago. A sum of {27,776,000 is shown to be receivable 
from the Government, inclusive of £651,000 representing 
interest at 3 per cent. from the date of acquisition. The 
whole of this sum has been invested in British Govern- 
ment securities, so that, as already noted, the quick 
resources have risen to what must be a unique level ; 


ACUGUMTAN 


compares with a “ further 
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at the end of 1941 the company already held British 
Government and other securities brought in at 
£11,454,736 (though actually having a market value of 
£12,980,380), besides £1,655, 180 in cash. 


LETTERS To THE EDITOR 


The Economic Consequences of the Excess Profits Tax 


Dear Sir,—From the constant references to the 
subject in recent speeches of company chairmen, as 
well as from numerous articles and letters contributed 
both to the national press and to the professional journals, 
it would appear to be evident that the excess profits 
tax, charged at the present rate of one hundred per 
cent., with its attendant provisions for credit and i 
repayment, has consequences in the economic field of an 
order seldom previously experienced. 

The Council of the Institute of Taxation has been 
impressed with the need for the collection, collation and 
examination of evidence regarding the nature and extent 
of these consequences, and others which may not yet 
have received adequate recognition and consideration. 
It has accordingly been decided, in order to encourage 
research into this field of enquiry, to invite the submis- 
sion of theses on the subject, a prize of fifty guineas being 
offered for the best thesis submitted. If any of your 
readers who may wish to enter for the competition will 
apply to the Secretary of the Institute, at 21, Fitzroy 
Square, W.1, particulars of the conditions of entry will 
be sent to them. The competition will remain open 
until the end of March, 1943. 


Yours truly, 
LEonaARD Ross, 
President, 
The Institute of Taxation. 
London, 
September 15, 1942. 


That Farming Controversy 

Dear Sir,—Farmers are being compelled to adopt 
such intensive methods of agriculture as are bound to 
lead to a serious loss of fertility in the land, if not, 
ultimately, to complete soil exhaustion. A  seven- 
year rotation of crops is telescoped into three years. As 
a result of the considerable slaughter of live stock, organic 
manure is extremely scarce and the supply of chemical 
fertilisers is not an adequate substitute. Land has been 
compulsorily farmed with crops which are entirely un- 
suitable for the type of soil. The “‘ Good Earth ”’ is thus 
being drained of its goodness. There is no question of 
outlay, whether or not in part “‘ borne by a benevolent 
Revenue,” being able to make good the resultant wastage. 

The land is, under these conditions, a wasting asset and 
since no allowance is made for depletion, a farmer's 
taxable profit overstates his true income. Capital is 
thus being taxed. This is the problem, not the assess- 
ment of farming income under Schedule D. 

Your remarks as to the valuation of crops and tillages 
being a safeguard against soil exhaustion are strange. 
They seem to suggest that, since the expropriation of 
capital by taxation will eventually curtail income and 
thus cut down future income tax, the taxation of capital 
is not to the disadvantage of the taxpayer. 

The “ desirability of making good the wastage ”’ is 
obvious to all farmers, but this is, in wartime, impossible. 
If the present methods of farming continue to be forced 
on the farmer, England may quite possibly become com- 
pletely barren, for very many years after the war. 

Yours faithfully, 
- FRANK NOLAN. 

Cambridge, 
September 5, 1942. 
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Publications 


Income Tax in the Isle of Man. By David Cram. 
(Gee & Co. (Publishers), Ltd., London. Price 
12s. 6d. net.) 

Mr. Cram’s book consists of a very interesting, but 
brief, exposition of the income tax statutes in the Isle 
of Man, together with a reprint of all the Acts from 
the introduction of the tax in 1918. It describes a 
veritable paradise of simplicity where there are no 
Commissioners, either local or special, and where appeals 
are comparatively few. Unfortunately, however, even 
this Eden has not escaped a touch of original sin, for 
“... . in recent years it has become rather common 
to adopt without appreciable variation the elaborate 
verbiage of certain of the amending sections of the 
English Finance Acts, with a consequent lack of clarity.” 

The author, Mr. David Cram, occupies the office of 
Inspector of Income Tax in the Island (his functions, 
he tells us, are mainly advisory and consultative) and 
was formerly a senior official in the United Kingdom 
Revenue Department. He has set out the substance 
of the various Income Tax Acts very clearly and con- 
cisely, and his book will prove a useful guide for anyone 
who has to study the subject. 


Schedule A Tax: its Assessment and Collection. 
By Donald L. Forbes, F.C.A. Third edition. 
(Gee & Co. (Publishers), Ltd., London. Price 
7s. 6d. net.) 


Mr. Forbes’ book on Schedule A now reaches a third 
edition and the author has certainly produced an up-to- 
date work. Schedule A is not so simple as most people 
think and this book will well repay study. The case 
law, which is extensive, is fully referred to and the 
index, an indispensable feature_of a book of reference 
such as this, is fairly complete. 


Freedom from Fear and Want, By Basil Smallpeice, 
B.Com., A.C.A. (Gee & Co. (Publishers), Ltd., 
Potters Bar and London. Price Is. 6d. net.) 


Mr. Basil Smallpeice, the author of this booklet, con- 
cerns himself with various aspects of research in relation 
to business and private life, and here he is dealing 
particularly with the unemployment problem in its 
relation to the welfare of the nation as a whole. Freedom 
from fear and freedom from want are two of the planks 
in the allied propaganda platform, but they are as im- 
portant in peacetime as in wartime. Public service or 
private profit are keynotes to the whole scheme of a 
radical change in the relations between management and 
labour. Mr. Smallpiece maintains that there is really no 
question of industry or the community being unable to 
afford to maintain a state of full employment in peace as 
in war. He calls for a revision of industrial concepts and 
summarises his own arguments under the heading 
“ Unemployment is not inevitable.” 


The Defence (Finance) Regulations. By F. C. 
Howard. (Butterworth & Co. (Publishers), Ltd., 
London. Price 10s. 6d. net.) 


Mr. Howard (who is a solicitor by profession) calls 
this an endeavour to explain the legal effect of the 
Defence (Finance) Regulations, and confesses to some 
trepidation in attempting it. His difficulties are indeed 
very great, for not only is there a mass, of very complex 
regulations and orders, but there is the further difficulty 
in obtaining authoritative interpretations from the 


Courts since the only practical means of doing so is for 
those affected to submit to a prosecution with the risk of 
heavy penalties. In spite of this, Mr. Howard has suc- 
ceeded in his task, which it will be noted deals with the 
legal effect of the Regulations as distinct from their 
general effect, and his book is a valuable contribution to 
the literature of war legislation. While the author does: 
not profess to deal with the more general aspects of the 
subject, he does make the interesting comment (when 
referring to a decision of the courts that breach of even 
completely unreasonable directions given by the Treasury 
under the Regulations may be an offence) that “ it is not 
likely that unreasonable directions would be given by a 
responsible institution like the Bank of England or any 
responsible Government official. . . .”” If this is the view 
Mr. Howard takes of the administration of the Defence 
(Finance) Regulations he has perhaps been more fortun-~ 
ate in his experiences than some accountants. 

This is, however, a side issue, and as an objective 
interpretation of the subject the book is well worth 
studying. The method adopted is to print the various 
Regulations section by section, each being preceded by a 
paragraph on its history and objects, and followed by 
interpretations, cross references and notes on case law. 
This is a good method and, in conjunction with a compre- 
hensive index, makes the book an excellent guide. 


Palmer’s Company Law. Seventeenth edition. 
Judge Topham, K:.C: (Stevens & Sons, Ltd., 
London. Price 30s. net.) ; 


Ever since its first publication in 1898 this work has 
been an authority in constant use by those who have 
to deal with company matters. The present editor has 
now been responsible for successive editions for the last 
26 years and the present edition fully maintains the 
high standard set by its predecessors. 

The work, which in some respects may be regarded 
as complementary to Palmer’s Company Precedents, 
deals with company law as a treatise arranging statutes 
and cases upon a logical basis. This method has the 
great advantage of enabling the author to deal with 


. principle and detail in their right places and in proper 


perspective, which is not always possible when a work 
takes the form of a commentary upon the sections. 

The editor has in this edition brought the work up 
to date, but has wisely not attempted to deal exhaus- 
tively with the emergency legislation, which comes in 
such a flood that a book is out of date almost before it 
is published. Such matter is best sought for in one 
of the compilations of Emergency Acts and Regulations, 

The delays in printing which now beset an author 
are probably responsible for the fact that, while the 
cases down to the end of 1941 are incorporated, a number 
of the 1942 decisions available in reports have not been 
included. We miss, for example, ve Dvrages (1942, 
1 All E.R. 194) ; ve Foster & Son (1942, 1 All E.R. 314) ; 
ve Margot Bywaters (1942, Ch. 121); and re V.G.M. 
Holdings (1942, Ch. 235) (which should modify the 
statement as to the effect of Section 45 on page 57). 
Re Johnson (58 T.L.R. 114) was probably omitted because 
it turned on a provision in an Emergency Statute. The 
reference to Smith v. Fawcett, on p. 114, is an error for 
ve Smith and Fawcett. These, however, are small 
blemishes and in no way detract from the value of an 
edition which may be consulted with the same confidence 
as its prececessors. 
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EXECUTORSHIP LAW AND TRUSTS 


Probate—Will attested, but not signed, enclosed in envelope 
signed but not attested. — 

In order to safeguard against fraud, it is a rule that 
no document can be allowed to form part of a will unless 
it is physically or otherwise connected to the signed 
portion of the will at the moment of signature. Two 
pieces of paper attached by string have been admitted, 
and so have two half sheets of paper which were held 
together by the testator’s finger and thumb at the 
moment of signature. In the case of In the Estate of 
Mann (1942, 2 All E.R. 193), Langton, J., admitted to 
probate a will consisting of a written paper and an 
envelope with the superscription both in the testatrix’s 
handwriting. After completing the holograph will 
(which was written out in the presence of one of the 
witnesses), the testatrix wrote on an envelope the words 
“‘ The last will and testament of Jane Catherine Mann.” 
She then told the witnesses that the two documents 
were her will, and they duly attested and subscribed 
the document. 
placed it in the envelope. Upon the facts it was clear 
that she intended the two writings (including the en- 
velope) to constitute her last will. In admitting it, 
Langton, J., emphasised the exceptional circumstances 
which had impelled him to do so, and said that as all 
possibility of fraud was precluded, the reasons for 
supporting the strict application of the rule were 
diminished. 


Retainer—Administration of Estates Act, 1925—Debt due 
to Executor as Trustee. 

Before the Administration of Estates Act, 1925, it was 
settled that an executor had the right of retainer in 
respect of a debt due to him as trustee, although he 
was trustee jointly with others. But by Section 34 (2) 
of that Act, a personal representative’s right of retainer 
was restricted to “ debts owing to the personal repre- 
sentative in his own right.”” In Re Rudd (1942, 2 All E.R. 
206), Morton, J., had to construe these words, which 
are not free from ambiguity. It was doubtful whether 
the estate in question would prove to be solvent. The 
plaintiffs, as sole surviving executors (the Royal Ex- 
change Assurance) claimed a right to retain a secured 
debt of £4,000 owing to them and the first defendant 
jointly as trustees of a settlement. Counsel for the 
first defendant contended “in his own right ”’ did not 
imply that the personal representative must be the 
beneficial owner of the debt, but merely that it must 
not be owing to him in such a representative capacity 
as, for example, of a trustee in bankruptcy or liquidator. 
Morton, J., held, however, that the words meant that 
the section only applied to debts to which the personal 
representatives were beneficially entitled, and therefore 
the plaintiffs were not entitled to exercise their right of 
retainer in respect of a debt owing to them and the first 
defendant in their capacity of trustees. 


Powers of Trustees—Compromise under Section 15 of the 
Trustee Act, 1925. 

Under Section 15 of the Trustee Act, 1925, trustees 
are given wide powers of compromise and can settle 
disputed claims. Out of natural caution, however, 
trustees have not made wide use of these powers ; the 
fear of being involved in costly litigation has caused 
them to seek the Court’s sanction whenever in doubt. 
In Nationa! “Provincial Bank Lid. v. Hyam (1942, 
2 All E.R. 224), the trustees of a marriage settlement 


She did not sign that document, but © 
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had claimed £15,000 plus interest against the settlor, 
who was in financial difficulties and had been removed 
to India as a fugitive offender. In January, 1941, 
they were offered as a compromise {7,500, to be paid 
six months after the signing of an armistice between 
Great Britain and Germany. The beneficiaries who were 
of age and the guardian ad litem of the infant bene- 
ficiaries refused to agree to the compromise. The 
infants were advised by counsel (with some hesitation) 
that the compromise was for their benefit. Farwell, J., 
was asked to sanction the agreement ; from his order 
sanctioning, Bennett, J., refused an application to set 
aside that order. The applicant appealed. Lord Greene, 
M.R., said the Court had ample jurisdiction to sanction 
the compromise. There was no fund out of which the 
trustees could get an indemnity as to their costs ; to 
rejeet the compromise and embark on expensive litiga- 
tion would mean that the certainty of getting the £7,500 


would be jeopardised. 


Executor de son tort—No proceedings Grins him by 
Originating Summons. 

A creditor’s ordinary remedy against the estate can 
be pursued by way of originating summons against the 
personal representative, who derives title not only from 
the grant but from the will. But where the proceedings 
are against a person who has become executor de son 
tort, they must be by writ (which is the appropriate 
procedure where questions of fact are in dispute). In 
Jackman v. Sutcliffe (1942, 2 All E.R. 296), the facts 
were : On the death of the testator, his executrices failed 
to take out a grant of probate. Two creditors applied 
by motion for the appointment of a receiver until a 
grant should be obtained, and thereafter for adminis- 
tration by the Court. The first creditor started pro- 
ceedings by originating summons against one who was 
alleged to have become executor de son tort. It was 
held by Bennett, J., that such procedure was inappro- 
priate and should be stayed. Under the action com- 
menced by writ by the other creditor a receiver was 
appointed. It was also held that where a receiver has 
been appointed in a creditor’s action and no grant has 
been obtained, the receiver should lodge his first account 
within 14 days after the expiration of his receivership, or 
three months from the date of the order appointing him, 
whichever is the shorter. 


Will—Construction—Bequest to ‘‘A and/or B.” 

In Re Lewis (194 L.T. 44), Farwell, J., construed a 
bequest made in unusual terms. The testator gave all 
his residue ‘“‘ to my wife -E. and in the event of her 
predeceasing me, then after my death I give all to 
M. and/or J.” The testator died in December, 1941, 


his wife having predeceased him. The question was 


raised whether the gift operated to M. and J. as joint 
tenants or to one of them alone, or whether it failed for 
uncertainty. The Court held that the gift did not fail 
for uncertainty. The testator meant that M. and J. 
were to take as joint tenants, but, if M. did not survive 
the testator and the tenant for life, the gift to J. was to 
take effect in substitution. In the events which had 


happened the residue went to M. and J. as joint tenants. 


EMERGENCY LEGISLATION 
Defence (General) Regulations, Reg. 91—Offence by Com- 
pany—Proceedings against duly-appointed Directors. 
The Defence Regulations expose directors to severe 
penalties if their companies commit offences under those 
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regulations. Where the company is convicted, every 


person who was a director or officer at the time of com- | 


mission shall be deemed guilty of the offence unless he 
proves that the offence was committed without his 
knowledge. The Divisional Court decided in Dean v. 
Hiesler (1942, 2 All E.R. 340), that a person who acts 
as director, but has not been duly appointed a director, 
is not a director within the meaning of the regulation, 
which is a penal enactment and must be construed 
strictly. The point before the Court raised a technical 
question, and the Court derived little help from the 
Companies Act, 1929. According to the Articles of the 
company concerned, there were to be not less than two 
or more than three directors ; the first director was to 
be W., and the second K., who was to be the managing 
director. For 1938-9, K. was shown in the annual 
return as sole director. He remained managing director 
until 1940, when in December he purported to resign 
and to appoint the respondent a director in his place. 
No meeting was held to receive the resignation and no 
resolution was passed to appoint the respondent. The 
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other director, W., did not know of the resignation or 
appointment. But the company sent to the registrar 
a return under the Act of 1929, notifying the change 
in directors; the respondent signed it. He attended 
the company’s offices and signed cheques and letters as 
director. Otherwise he did nothing as director, nor did 
he take up qualifying shares. : 

It was proved that the respondent actively assisted 
the director K. and the company to evade the Defence 
Regulations. It was contended that under the Com- 
panies Act “a director ” includes anyone in the position 
of director, and that the respondent by his acts had 
placed himself in that position and, although not a 
director, must be treated as such. The Court held, 
however, that the question for determination was 
whether the man was a director in fact ; they had not 
to consider the precise meaning and effect of the defini- 
tion in Section 380 of the Companies Act. No one 
could be prosecuted for this offence as “‘a director” 
unless he had been validly appointed a director under 
the provisions of the Companies Act. 


Society of Incorporated Accountants 


VISIT OF THE PRESIDENT TO 
LIVERPOOL 


At the special invitation of the President of the 
Liverpool District Society (Mr. S. J. Woodyer) and the 
Committee, Mr. Richard A. Witty, President of the 
Society of Incorporated Accountants, paid a visit to 
Liverpool on September 22. The President was happy 
to avail himself of this opportunity, particularly as 
during the war his. contacts with the District Societies 
must inevitably be curtailed. 

In the afternoon Mr. Witty had an informal con- 
ference with the Liverpool Committee, when a number 
of current problems relating to the profession were 
discussed, including the deferment of men and women 
engaged in the accountancy profession, the forty-six 
hour week, the legal liability of auditors, and the present 
and future work of District Societies. é' 

Immediately thereafter a meeting of Liverpool 
members took place at the Liverpool Incorporated 
Accountants’ Hall, when Mr. S. J. Woodyer took the 
chair and was supported by Mr. Alexander Hannah, 
Major E. S. Goulding, Mr. Charles Dolby, Mr. Ernest 
Chetter, Mr. R. H. Thomas, Mr. A. A. Garrett, Mr. 
Bertram Nelson (honorary secretary), and a good 
attendance of members. itp 

Mr. Witty delivered an address on “ Accountancy 
and Management,”’ the substance of which is outlined 
in a professional note in this month’s issue. It is hoped 
to publish the full text in a later issue of ACCOUNTANCY. 

The address was followed by a discussion which was 
wound up by Mr. Alexander Hannah, and to which Mr. 
Witty replied. On the moton of Mr. Charles Dolby, a 
cordial vote of thanks was accorded to the President 
for his address and for his visit ; this was carried by 
acclamation. Upon the motion of Mr. A. A. Garrett, 
the meeting passed a vote of thanks to Mr. S. J. Woodyer 
for presiding. 

The President and Committee of the Liverpool 
Society entertained Mr. Witty informally at a private 
dinner. The Lord Mayor of Liverpool; Dr. Arnold 
McNair, C.B.E., LL.D., the Vice-Chancellor of the 
Liverpool University; and Mr. George Leather, the 
President of the Liverpool Society of Chartered Accoun- 
tants, were among the guests invited to meet Mr. Witty. 


No formal toasts were submitted, but Mr. Woodyer 
welcomed the guests, who expressed their pleasure at 
being invited to participate at such a delightfully in- 
formal gathering, and their appreciation at the absence 
of set speeches. With one accord all the members and 
guests attributed the success of the evening to the happy 
chairmanship of Mr. Woodyer, and to the enthusiasm 
of Mr. Bertram Nelson. 

A telegram of greetings and good wishes was sent to 
Mr. C. Hewetson Nelson, J.P., F.S.A.A., a former 
Honorary Secretary of the Liverpool Society, and senior 
aa President of the Society of Incorporated Accoun- 

nts. 


RESULTS OF EXAMINATIONS 
JULY, 1942 


Passed in Final 


Order of Merit 
THORNTON, Raymonp, Clerk to Edward Clough, Bradford. 
(First Certificate of Merit and Prize.) 


Alphabetical Order 

Brennan, Maurice, B.Com., Clerk to Purtill & Co., Dublin. 

BuckinGHAM, WALTER EDGAR BERNARD, County Treasurer’s 
Department, Dorset County Council, Dorchester. 

CaREY, ARTHUR Patrick, Clerk to Purtill & Co., Dublin. 

CARPENTER, JOHN EpWaARD MILLINGTON, Audit Com- 
missioners’ Office, Mersey Docks and Harbour Board, 
Liverpool. 

Cottincton, Epwarp, Formerly Clerk to John S. Gavin & 
Son, Glasgow. (Now on National Service.) 

Cooper, Victor HAROLD, Clerk to Peat, Marwick, Mitchell & 
Co., Birmingham. 

DavENnporT, ANGUS ForBEs, Clerk to Barton, Mayhew & Co., 
London. 

Doopy, Epmonp James, Clerk to F. R. O’Connor, Dublin. 

Frinton, Harry, Clerk to Buckley, Hall, Devin & Co., Hull. 

Forster, Bert KENNETH, Clerk to Chipchase, Wood & Co., 
Bishop Auckland. : 

HAtt, Peter, Clerk to Richard Place & Co., East Grinstead. 

Hepizey, RaymMonp Percivat, Clerk to G. J. Hakim 
(Clements, Hakim & Co.), London. 

Hews, Freperick Royat, Clerk to Spofforth & Prince, 
London. 
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HusBarpD, Ernest THOMAS FREDERICK, Chief Accountant’s 
ent, Port of London. Authority, London. 

Hurst, OLIVER Lyoyp, Treasurer and Accountant, Urban 
District Council of Kidsgrove, Kidsgrove, Staffordshire. 

LENTELL, DorEEN Joy, Clerk to Carl I. Lentell, Seaton. 

McLintock, Davip HamiLton Burns, Clerk to Felton & Co., 
Birmingham. 

Mack, REGINALD, JouNn, Clerk to James, Edwards & Co., 
London. 

O’Brien, Pearse Patrick, B.A., formerly Clerk to T. M. 
Jamieson & Co., Dublin. 

Purturrs, Harotp ‘Victor, Clerk to Percy V. Wheeler 
(Harper, Kent & Wheeler), Shrewsbury 

Pickin, JOSEPH REGINALD, Clerk to a Bullock & Co., 
Stoke-on-Trent. 

STENSON, FREDERICK WILLIAM, City Treasurer’s Department, 
Coventry. (Serving with H.M. Forces.) 

VENTER, THoMAS KENNETH, Clerk to Hodgson, Harris & Co., 
Hull. 

WEBBER, NorMaAN STEwarr, Clerk to H. W. Vaughan & Co., 
Swansea. 

Watrt-tez, Eric Sypney, Clerk to Kitson & Hardy, Wakefield. 

Witson, ALEXANDER, Clerk to Richardson & Lawson. 
Glasgow. 

Woops, Sypney, Clerk to Woods & Co., Manchester. 

SUMMARY :— 
1 Candidate Awarded Honours. 

27 Candidates Passed. 
30 Candidates Failed. 


58 Total. 
— 
Passed in Intermediate 
Order of Merit 


Witts, EDwarpD JAMES BuRLAND, Deputy Borough Account- 
“ant, Reigate. (First Place Certificate. Disqualified for 
\ Prize by age limit.) 
° 


Alphabetical Order 

ALLEN, aaa Epwarp, City Treasurer's Department, 
Cardi 

Ae ALLAN, Clerk to Fred Thornley, Ashton-under- 

yne 

BaRKER, Eric, Clerk to F. L. Kilby, Brighouse. 

BEALE, BERTRAM GEORGE, Clerk to W. Stuart Simpson (W. 
Clark & Stephens), Newport, Mon. 

Beatty, GEorGE Horace, Clerk to A. J. Walkey (Cooper & 
Kenny), Dublin. 

Biccs, Joun Fitz-Norton, Clerk to P. F. Keens (Keens, 
Shay, Keens & Co.), Luton. 

BROWNING, MARGARET Rutu, Clerk to R. McNeil (Nevill, 
Hovey, Gardner & Co.), Hove. 

Corsyn, Eric. PARKER, Borough Treasurer's Department, 
Ipswich.. 

CusTancg, Derick, Clerk to Percy Sheard (Fred Sheard & 
Sons), Huddersfield. 

DupMAN, GERALD, Clerk to P. D. Pascho (Roberts & Pascho), 
Plymouth. - 

ELLERTON, Eric Ross, County Accountant’s Department, 
Derbyshire County Council, Derby. 

Evans, WiLt1aM HuMPHREY, Sevinactys Clerk to Hodgson, 
Harris & Co., Hull. (Serving with H.M. Forces.) 

FIELDING, Maurice Henry, Clerk to G. F. H. Armson 
(Sharman & Armson), Leicester. 

Firtu, Coin, Clerk to Edward Clough, Keighley. 


GracE, EpwarD Patrick, Clerk to M. K. Brazil, Waterford. 
HENISCH, Kart, Clerk to S. Grave Morris (Morris, Palmer, . 


Day & Vann), London. 

Hewitt, NorMan, Treasurer, Urban District Council of 
Willenhall, Willenhall. 

Hitt, Davip Ho tins, Clerk to H. Davey (Davey, Beaumont 
& Padget), Wakefield. 

Hitt, RONALD ALFRED, Clerk to F. W. Buzzacott (Buzzacott, 
Lillywhite & Co.), Radlett. 

Hone, ANTHONY, Clerk to Greenslade & Co., London. 

Hoop, Joun Basi, Clerk to T. J. Griffiths (J. Wallace 
Williams & Co.), Cardiff. 

How ett, CitivE GrorGe, Clerk to Harold inseid ree 
Brown & Co.), Birmingham. 
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InGRAM, ANTHONY LiongL, Clerk to H. Rose (Farr, Rose, & 
Mahony), London. , 

KirKMAN, Norman, Clerk to G. E. Lamb (Starkie & Naylor), 
Leeds. 

Leach, NEVILLE WALTER STANLEY, Clerk to F. S. Smith 
(Harman & Gowen), Norwich. 

Linp, GEorGE Ocitvigz, Clerk to Blakemore, Elgar & Co., 
London. 

NicHOLas, ALFRED Roy, Clerk to A. Assheton, Lowe & Co., 
London. 

NortTcLiFFE, ALBERT, Assistant Borough Treasurer, White- 
haven. 

ParkKER, RicHarD Miau, Clerk to Gwillim & Co., Wolver- 
hampton. 

Paterson, DorotHy ELizaBetu, Clerk to T. H. Sanders 
(James & Sanders), Wellingborough. 

Rurus, Ernest EpwarpD WIL.IaAM, Clerk to Percy Mason & 
Co., London. 

SHANNON, CHARLES Dennis, Clerk to T. R. Beddy (Cooper & 
Kenny), Dublin. 

SmiTH, NoRMAN Epwarb, Clerk to H. E. White (Henry White 
& Co.), London. 

SnuGcs, PETER THoMas GEorGE, Clerk to C, R. Foot (Spain 
Brothers & Co.), Chesham, Bucks. 

Story, JoHN CULLEN, Clerk to Mervyn Bell (J. A. Kinnear & 
Co.), Dublin. 

TayYLor, NorMAN, Clerk to W. E. Taffs (C. Hewetson Nelson, 
Robson & Co.), Liverpool. 

Taytor, Ropert Hupson, Clerk to Larking, Larking & 
Whiting, Bury St. Edmunds. 

TuHompson, Dennis Joun, Clerk to C. A. G. Hewson (Beatton, 
Hewson & Co.), London. 

Turirt, Cecit Joun, Clerk to Arthur M. Hobbs (Arthur M. 
Hobbs & Co.), London. 

TYLER, MONTAGUE PATRICK, Clerk to Kingsford, Garlant, 
McDonald & Wigzell, London. 

Wab Ley, WILLIAM JoHN, Clerk to F. C. Roy (Walker, Weller 
& Roy), Malvern. 

WEETMAN, Harry, Clerk to Charles E. Rogerson (Geo, A. 
Marriott, Rogerson & Co.), Manchester. 


1 Candidate Awarded Honours. ° 
. 42 Candidates Passed. 
82 Candidates Failed. 


125 Total. 
Passed in Preliminary 
Order of Merit 
AVERIES, JOHN Davip, “ Blenheim,” 
Swindon. (First Place Certificate.) 


McMurtry, Ernest, ‘“ Dunard,’”’ Lansdowne Crescent, 
Larne. (Second Place Certificate.) 


Alphabetical Order 


APPLEBE, BRINLEY, Kilkern, Clonakilty, Co. Cork. 

Baker, Eric Les.iz, ‘‘ Kingswood,’’ Albert Road, Ferndown, 
Dorset. 

BarRNEs, ALAN FREDERICK, “ Hazel Cottage,” Middle 
Bourne, Farnham. 

Brett, ARNOLD WILLIAM Mason, 8, Lakenheath, Southgate, 
London, N.14. 

BuRNHAM, ALBERT, 8, Nora Street, Sunderland. 

Cairp, Eric, “ Stoneleigh,’’ 10, Greensway, Curzon Park, 
Chester. 

Cuape, WALTER Epwin, 29, Queen’s Crescent, Sunderland. 

CHATFIELD, SipNEy, 103, Queen’s Park Road, Harborne, 
Birmingham. 

DaisH, PETER RayMmonp, The Withies, Arborfield, Berkshire. 

DvuTFIELD, RAYMOND JouN, 17, Armscroft Road, Gloucester. 

ELLINTHORPE, BRIAN, 131, Dewhurst Road, Fartown, 
Huddersfield. 

HAWTHORNE, AUBREY CyRIL FITZGERALD, 285, Springfield 
Road, Belfast. 

Heatu, RICHARD BaRnaw, 65, Kingsmead Avenue, Worcester 
Park. 

Lepcer, WruiaM, 4, Kirby Road, Horsell, Woking. 

LIGHTOWLER, Joun CRAVEN, 95, Manor Road, Hull. 

Loyns, CHARLES ALFRED, 142, Church Lane, Gorton, Man- 

"chester. 


Wanborough, Nr. 
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McCranor, Henry James, 64, Clifford Bridge Road, Cov- 
entry. 
Macuray, JOHN SAMUEL, 4, Scarborough Road, Shipley. 


_ Murpuy, Fercus Henry, Portrane House, Donabate, Co. 


Dublin. 
NicHoLits, HARRY CARLILE, 54, Edilom Road, Crumpsall, 
Manchester. 
Pears, GeEorGE Derrick, 22, Ryley Street, Coventry. 
PINNINGTON, WILLIAM ARTHUR, 21, Edale Avenue, Flixton, 
Nr. Manchester. 
Rocers, Peter, Flat 8, 31, Sussex Square, Brighton. 
Rusuton, NORMAN FREDERICK, 37, Claines Road, Northfield, 
Birmingham. 
SMITH, CLIFFORD GEORGE REYNOLDs, 14, Headcorn Road, 
Thornton Heath. 
TROTMAN, Ewart BERNARD, 97, Vicarage Road, Langley, 
Oldbury, Nr. Birmingham. 
VAUGHAN, ALBERT, Prospect Terrace, Gilford, Co. Down. 
WAINWRIGHT, GEOFFREY Newsy, Hullen Bank, Hullen Edge 
Road, Elland, Yorks. 
Wass, Norman Taytor, 96, Farndon Road, Alum Rock, 
Birmingham. 
WEBSTER, KENNETH ELDRED, c/o 7, The Close, Norwich. 
West, WiLtiamM Brian, 3, Summerville Park, Rathmines, 
Dublin. 
WuitE, CHARLES JOHN, 228, Brownhill Road, Catford, 
London, S.E.6. (Serving with H.M. Forces.) 
WuiTE, EpwaRD WALTER, 66, Lavender Avenue, Mitcham. 
Woop, JoHN BEennetT, 241, Greenhill Road, Bramley, Leeds. 
Woo.tey, RonaLp Epcar, 9, Dyott Road, Moseley, Birm- 
ingham. 
SUMMARY :— 
2 Candidates Awarded Honours. 
35 Candidates Passed. 
42 Candidates Failed. 


_— - 


79 Total. 


— 
— 


~ DECEMBER EXAMINATIONS 


The next examinations of the Society of Incorporated 
Accountants will be held on Wednesday, Thursday and 
Friday, December 16, 17 and 18, 1942, at Taunton, Southport, 
Glasgow, Dublin and Belfast. Completed applications must 
reach the Secretary at Incorporated Accountants’ Hall not 
later than Tharsday, October 29, 1942. 


SOUTH AFRICAN MEMBERS 
DECORATED 


Lieutenant R. D. Meeser, F.S.A.A., has been awarded the 
Military Cross for gallantry in action in the Western Desert. 
Lieutenant Meeser is a partner in Messrs. Stakesby, Lewis, 
Meeser and Sutherland, of Johannesburg. 

Lieutenant P. V. Long-Innes, A.S.A.A., Johannesburg, 
has been awarded the Distinguished Flying Cross in recog- 
nition of his bravery and devotion to duty while serving with 
the South. African Air Force in Northern Africa. 


DISTRICT SOCIETIES 


LONDON 


. 


The annual general meeting of the London and District — 


Society was held on September 24. The Chairman, Mr. W. A. 
Pearman, in moving the adoption of the accounts, mentioned 
that many members practising in the counties covered by 
the District Society area were interested in farmers’ accounts. 
The Committee had co-operated with the Council of the Society 


’ in compiling for the Branches of the National Farmers’ 


Union a list of firms prepared to undertake this work. It 
was a somewhat novel procedure, but they wanted to help 
the farmers, many of whom for the first time ent call for 
accounting advice. 

Mr. Pearman expressed their greetings to all members 
serving with H.M. Forces. Mr. William Strachan had resigned 
from the Committee on his retirement from practice, and he 
had their good wishes and thanks for his continuous support. 


October, 1942 


Mr. Strachan represented the London Students’ 
and the Students’ Committee had nominated Mr. Sidney *. 
Morris. 
LONDON STUDENTS’ SOCIETY 
The following meetings will be held at Incorporated 
Accountants’ Hall during the Autumn Session :-— 


September 29, at 4.30 p.m. ‘‘ The Legal Background ‘of 
the Accountant,’’ by Mr.“Roland Burrows, K.C. Chairman : 


' Mr. Richard A. Witty (President, Society of Incorporated 


Accountants). 

October 27, at 4.30 p.m. ‘‘ Accountancy and Post-War 
Economics,”’ by Mr. O. R. Hobson (City Editor of News 
Chronicle). Chairman: Mr. Walter Holman, Incorporated 
Accountant. 

November 24, at 4.30 p.m. ‘‘ Income ‘Tax—Practical 
Points on E.P.T.,”” by Mr. Percy F. Hughes, Incorporated 
Accountant. Chairman: Mr. S. T. Morris, President. 

The Committee will be pleased to admit those engaged 
in the accountancy profession to any or all of these lectures. 


MEMBERSHIP 


The following promotions in and additions to the member- 
ship of the Society have been: completed :— 


ASSOCIATES TO FELLOWS 

Anderson, Leslie Arthur (Longcroft, Smith & Co.), 
London, Practising Accountant ; Dent, Sydney (Jones and 
Dent), Stockport, “Practising Accountant ; Garnett, Lewis 
(Garnett, Depledge & Lewis), Sheffield, Practising 
Accountant; Gutgutia, Kashi Nath, B.Com. (K. -N. 
Gutgutia & Co.), Calcutta, Practising Accountant ; Jefferson, 
Cecil Henry (Spooner & Jefferson), Scunthorpe, Practising 
Accountant ; Jobson, Arthur William (Walter E. Lambert 
and Co.), London, Practising Accountant; Kirkland, 


William, Burgh Chamberlain, Burntisland, Fife; Lathana, 


John Christmas, London; Mountain, William Anthony 
(Stephenson, Jessap & Co.), Skegness, Practising Accountant’; 
Naylor, Arthur John (Starkie & Naylor), Leeds, Practising 
Accountant ; Smith, Horace Jepson, City Treasurer of 
Salford; Swaysland, Edwin John Cresswell (Boden, 
Swaysiand & Co.), London, Practising Accountant; White, 
William (Peet, White & Co.), Liverpool, Practising 


Accountant. 
ASSOCIATES 

Bell, Cyril, London; Brooksbank, John Vincent, 
Manchester; Calvert, Guy Alexander Lees, Harrogate ; 
Evans, Thomas John, Swansea ; Higgs, Wilfred William, 
Swansea, Practising Accountant; Hopkins, Leonard 
Carlyle, Portsmouth; Kennedy, Max, Scunthorpe ; 
Luke, John Arthur Hearn, Weymouth ; Rendall, James, 
Saffron Walden ; Roberts, Ivan, Worcester ; Rodin, Moss, 
London; Utting, Ernest Alan, Oxford; Wheildon, 
Leslie, Manchester. ; 


OBITUARY 


ANDREW NICOL CAMPBELL SMITH 


The death occurred on August 12 of Mr. Andrew Nicol 
Campbell Smith, F.S.A.A., Glasgow. Mr. Smith, who had 
been in practice for about half a century, became a member of 
the Society in 1907. His interests lay chiefly in later years in 
connection with insurance. He was 74 years of age, and was 


at business until shortly before his death. 


GEORGE HARRY TYLER 
We regret to record the death on August 15 of Mr. G. H. 


* Tyler, F.S.A.A., senior partner and founder of the firm of 


Messrs. Tyler & Wheatcroft, Birmingham. Mr. Tyler, who 
was 72 years of age, had been in practice as an Incorporated 
Accountant in Birmingham since the date of his admission to 
membership of the Society in 1904. He was secretary for 
nearly thirty years of the City and District Butchers’ Hide, 
Skin, Fat and Wool Co., Ltd., and also held office for many 
years as Treasurer of the National Federation of Hide and Skin 
Markets, Treasurer of the Hide Improvement Society, and 
Secretary of the Birmingham and Midlands Branch of the 
Cinematograph Exhibitors’ Association. His a interest 
included cricket and golf. 
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